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MONDAY, JUNE 20, 1960 


House or REPRESENTATIVES, 
SvuBCOMMITTEE ON COMMERCE AND FINANCE OF THE 
ComiTTeE ON INTERSTATE AND ForeEIgN COMMERCE, 
W ashington, D.C. 


The subcommittee met, pursuant to notice, at 10 a.m., in room 1334, 
New House Office Building, Hon. Peter F. Mack, Jr. (chairman of 
the subcommittee), presiding. 

Present : Representatives Mack, Harris (chairman of the full com- 
mittee), Dingell, Kilgore, Hemphill, Keith, and Curtin. 

Also present : Represent: ative Jarman (of the full committee). 

Mr. Mack. The committee will be in order. 

The Subcommittee on Commerce and Finance of the Committee 
on Interstate and Foreign Commerce is in hearing this morning on 
H.R. 10201, a bill relative to the distribution of automobiles i in inter- 
state commerce, which was introduced by the distinguished chairman 
of the committee, the Honorable Oren Harris. 

This bill would permit a manufacturer of passenger cars, trucks, 
station wagons, or other automotive vehicles to provide in franchise 
agreements between himself and his automobile dealers (1) a geo- 
graphical area of each dealer’s responsibility, and (2) an additional 
discount, rebate, or allowance to the dealer on any automobile sold by 
him to a purchaser who resides in such geographical area of respon- 
sibility, providing the amount of such “additional discount, rebate, 
or allowance is uniform for a particular make and model car and is 
extended to all of the manufacturer’s franchised dealers with whom 
such agreements are made. 

The legality of such business arrangements have been questioned 
by the Department of Justice. The proponents of this legislation be- 
lieve that the pending bill would remove the legal doubts as to the 
propriety of such arrangements. 

A copy of H.R. 105 201 together with agency reports thereon will be 
made a part of the record at this point. 

(The bill and reports referred to are as follows:) 


(H.R. 10201, 86th Cong., 2d sess.] 
A BILL Relative to the distribution of automobiles in interstate commerce. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That as used in this Act— 

(a) The term “automobile manufacturer” shall mean any person, partnership, 
corporation, association, or other form of business enterprise engaged in the 
manufacturing or assembling of passenger cars, trucks, station wagons, or other 
automotive vehicles, including any person, partnership, or corporation which acts 
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for such manufacturer or assembler in connection with the distribution of gaiq 
automotive vehicles. 

(b) The term “franchise” shall mean the agreement, contract, understanding 
or arrangement between any automobile manufacturer and any automobile dealer 
which purports to fix the legal rights and liabilities of the parties to such agree. 
ment, contract, understanding or agreement. 

(c) The term “automobile dealer” shall mean any person, partnership, corp. 
ration, association, or other form of business enterprise operating under the terms 
of a franchise and engaged in the sale or distribution of passenger cars, trucks 
station wagons, or other automotive vehicles. 

(d) The term “area of responsibility” shall mean the geographical area jp 
which a dealer or dealers, under the provision of a franchise agreement, are 
required to develop the sale of and maintain service facilities for passenger 
cars, trucks, station wagons, or other automotive vehicles. 

(e) The term “automobile” shall include passenger cars, trucks, station 
wagons, or other automotive vehicles. 

(f) The term “commerce” shall mean commerce among the several States of 
the United States or with foreign nations, or any Territory of the United States 
or in the District of Columbia, or among the Territories or between any Territory 
and any State or foreign nation, or between the District of Columbia and any 
State or Territory or foreign nation. ; 

Sec. 2. Notwithstanding the provisions of the Act of June 19, 1936 (49 Stat. 
1526, 15 U.S.C., sec. 13 and the following), no provisions contained in a frap. 
chise agreement between a manufacturer of automobiles engaged in commerce 
and an automobile dealer shall be unlawful by which (1) the manufacturer and 
dealer establish the dealer’s area of responsibility, and (2) the manufacturer 
agrees to give an additional discount, rebate or allowance to the dealer on any 
automobile sold by him to a purchaser who resides in such area of responsibility, 
if the amount of such additional discount, rebate or allowance is uniform fora 
particular make and model of automobile, similarly equipped, in all franchise 
agreements between a particular manufacturer and the automobile dealers with 
whom such agreements are made. 





THE SECRETARY OF COMMERCE, 
Washington, D.C., June 23, 1960. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR Mr. CHAIRMAN: This letter is in reply to your request of February 8, 
1960, for the views of this Department with respect to a bill, H.R. 10201, relative 
to the distribution of automobiles in interstate commerce. 

It is our understanding that the general purpose of this bill is to assure that 
antitrust laws do not render illegal certain permissive contractual arrangements 
between manufacturers, distributors, and dealers. These arrangements could 
include definite understanding with respect to areas within which a particular 
distributor would have prime responsibility for meeting and creating demands 
for the particular product and most importantly responsibility of the distributors 
to provide buyers skilled and adequate service for the product once it is pur 
chased would be assured. 

The Department of Commerce favors legislation to accomplish this purpose in 
a manner which does not unwarrantedly raise the user’s cost and which would 
be thereby inflationary, and is of the opinion that 8S. 997, introduced during this 
Congress, provides such an acceptable measure. The report of the Department 
of Commerce on the latter bill is found on pages 99 and 100 of the hearings 
before the Subcommittee on Automobile Marketing Practices of the Senate Com- 
mittee on Interstate and Foreign Commerce, 86th Congress, 1st session, relative 
to the distribution of automobiles in interstate commerce, held on June 2 
and 23, 1959. 

Historically, contractual arrangements such as described above have been 
relied on to insure quality service to purchasers and thus preserve the good will 
associated with the manufacturer and the brand name generally. We believe 
that the industry is entitled to have uncertainty resolved about the question as 
to whether or not the mere entering into such arrangements is a violation of the 
antitrust laws. Legislation for this purpose should be carefully examined in 
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the light of all existing antitrust legislation so as to insure that it accomplishes 
the purpose for which it is intended. 
The Bureau of the Budget has advised that it would interprose no objection 
to the submission of this report to your committee. 
Sincerely yours, 
F. H. MUELLER, 
Secretary of Commerce. 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, June 17, 1960. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

Deak Mr. CHAIRMAN: This is in response to your request for comment upon 
HR. 10201, 86th Congress, 2d session, a bill relative to the distribution of auto- 
mobiles in interstate commerce. 

H.R. 10201 would provide that, notwithstanding the provisions of the Robin- 
son-Patman Act, it shall not be unlawful for an automobile manufacturer-auto- 
mobile dealer franchise agreement to (1) establish the dealer’s area of responsi- 
bility, and (2) call for an additional discount, rebate or allowance to the dealer 
on any automobile sold by him to a purchaser who resides in such area of 
responsibility. 

While the bill refers only to the Robinson-Patman Act amendment of the 
Clayton Act, we assume that its purpose is to authorize the practices recited in 
the bill and thus grant immunity under the Clayton Act, the Sherman Act, and 
the Federal Trade Commission Act as well. 

The provision for discounts, rebates, and allowances for sales within a speci- 
fied geographical area would authorize a two-price system for automobile dealers. 
The dealer would pay one price for automobiles sold outside of an allotted terri- 
tory and another, a lower price, for automobiles sold within the territory. Not 
only would this nature of price discrimination be authorized by law, but dis- 
counts, rebates, and allowances could be set sufficiently high to preclude any effec- 
tive competition from dealers outside of another’s home territory. 

As the bill contemplates, in fact requires, that the discounts, rebates, and 
allowances for selling in one’s home territory be uniform in all franchise agree- 
ments, the means would thus be established to have all dealers sell only in 
allocated territories, an arrangement which dealers could not make with each 
other without violating current law. 

The Federal Trade Commission has consistently opposed territorial agree- 
ments which restraint trade. Such agreements inevitably prevent consumers 
from achieving those price and service advantages which resulted from healthy, 
vigorous competition. 

Further, the Commission has consistently Opposed attempts to favor specific 
industries with exemptions from the antitrust laws. The Sherman Act ex- 
presses the national policy against permitting any contract, combination in the 
form of a trust or otherwise, or conspiracy, in restraint of trade. The legisla- 
tive proposal under consideration would create exceptions to this policy in that 
it would tend to result in restraints of trade through contracts or agreements 
between motor vehicle manufacturers and their dealers. The Commission be- 
lieves it undesirable to create exemptions of this kind to the antitrust laws and 
the basic policy of free competition expressed therein. Passage of H.R. 10201 
would be a signal for other segments of our economy to press for special legisla- 
tion of a similar nature and would initiate further encroachments upon our 
national policy of free competition. 

In view of these considerations the Commission recommends that H.R. 10201 
not be enacted. 

In view of time limitations, this report is being submitted without prior 
clearance by the Bureau of the Budget. 

By direction of the Commission. 

Rosert T. Secrest, Acting Chairman. 
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U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., June 21, 1960. 
Hon. OREN HARRIS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


Deak Mk. CHAIRMAN: This is in response to your request for the views of 
the Department of Justice on H.R. 10201 (86th Cong., 2d sess.) which relates 
to territorial security for distributors of automobiles. 

This bill has as its purpose the granting to automobile manufacturers and 
their franchised dealers Federal statutory permission to establish geographical] 
areas within which the dealer is granted some protection from competition by 
other dealers handling the same make of automobile. In this purpose this bij] 
is the same as H.R. 1026 (86th Cong., Ist sess.) on which the Department syp- 
mitted a report to your committee dated June 17, 1959, opposing enactment of 
the proposed legislation. H.R. 10201 would accomplish this objective by per- 
mitting the manufacturer to grant additional discounts, rebates, or allowances 
to a dealer for each car sold by him to a purchaser who resides in his assigned 
geographical area. The bill places no limitation on the amount of the rebate, 
discount, or allowance the manufacturer may grant, other than it be uniform, 

A seller who imposes restraints on the persons to whom, absent fair trade, 
the price at which, or the area within which a purchaser may resell the goods 
he has purchased has been held to be in violation of the Sherman Act. (U.S, y, 
Bausch & Lomb, 321 U.S. 707; U.S. v. McKesson & Robbins, 351 U.S. 305.) It is 
also unlawful for competitors to agree among themselves on the areas in which 
they will sell their products (U.S. v. Trenton Potteries, 273 U.S. 392; U.S. vy. 
National Lead, 63 Fed. Supp. 513 S.D. N.Y., aff’d. 332 U.S. 319). This bill would 
exempt from the law agreements in the automobile industry which could ae- 
complish these presently unlawful results. 

This bill would have the effect of increasing the dealer’s wholesale cost of 
any automobile which was sold to a customer outside his assigned geographical 
territory. This would be accomplished by the provision granting the dealer an 
“additional discount, rebate, or allowance’ which would reduce the factory 
cost to the dealer of automobiles sold to customers within the assigned territory. 
Whether as a “penalty” for selling outside his assigned area or as an “incen- 
tive” for selling within his assigned area, the competitive impact is the same. 
The net effect of such a system of compensation would be a cartelization of the 
retail distribution of automobiles which would do violence to the basic prin- 
ciples of our free enterprise system and result in higher prices to consumers, 

In consent decrees entered in two recent cases, United States v. Philco Oor- 
poration (1956 Trade Case, par 68, 409 (E.D. Pa. 1956) ), and United States vy. 
J. P. Seeburg Corp. (1957 Trade Case, par. 68, 613 (N.D. Ill. 1957)), the De 
partment has required provisions prohibiting territorial restrictions on resale 
in distributor agreements. 

In addition, the Department now has pending three suits in which the legality 
of territorial restrictions On resale of automobile products are in issue. One 
suit against Volkswagen of America, Inc., and its 14 distributors, charges a 
combination and conspiracy in violation of section 1 of the Sherman Act among 
the terms of which is that the dealers sell Volkswagen automobiles only to those 
customers residing within the exclusive territory assigned to each dealer. A 
similar suit is pending against Renault and its distributors. In the suit against 
the White Motor Co., it is alleged that pursuant to an unlawful combination 
and conspiracy franchise dealers would sell White trucks only to those customers 
who reside within the exclusive territory assigned to each dealer. This pro 
posed legislation would authorize an indirect means of achieving the same anti- 
competitive consequences which we are seeking to eliminate in these actions. 

As you are aware, within the past 3 years grand juries in various cities 
throughout the country returned indictments charging local retail automobile 
dealers selling the same make of automobiles with price fixing. Here again this 
proposed legislation would tend to accomplish the same result; that is, elimina- 
tion of price ¢gompetition among competitors, as was attacked by these indict- 
ments and for which substantial fines have been paid by the dealers. 

From the standpoint of the consumer, this bill would have the effect of 
legalizing a series of local monopolies throughout the country. Even large 
cities might be divided into several local monopolies. As we get into the less 
densely populated areas, however, there is frequently only one dealer for each 
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make of car. In such areas “territorial security” would become “territorial 
monopoly.” . The burden would fall most heavily, we fear, on our rural popula- 


Oe would also like to point out that a system of distribution in which ex- 
clusive territories are allocated among dealers cannot work unless it applies to 
all dealers of a particular manufacturer’s product in a given market or terri- 
tory. This means that the privilege of setting up protected territories to be 
nted by this bill would not be availed of by the automobile manufacturers 
unless they were able and willing to induce a very substantial portion of their 
dealers, who do not desire territorial security, to accept it against their will. 

This legislation, to repeat, tends to do away with price competition in a large 
portion of the country’s commerce. And price competition is the core of that 
competition essential to a free enteprise economy. The Sherman Act, called the 
charter of economic freedom, rests on a basic belief in the worth and necessity 
of a competitive free enterprise economy. This bill’s elimination of competition, 
through immunization from existing laws, poses squarely the decision whether 
the basic principle of our free enterprise economy is to be abandoned in this 
vital industry. This decision is posed, moreover, at a time when all are con- 
cerned with the adequacy of available means to curb inflation and keep prices 
responsive to consumer demand. 

Also, this bill would be discriminatory in singling out one industry to be 
benefited by exemption from the application of the antitrust laws. Moreover, 
it would tend to establish an undesirable precedent in that it would encourage 
other industries which utilize a franchised dealer system to seek similar im- 
munities. 

In view of the foregoing consideration, the Department of Justice is strongly 
opposed to the enactment of the bill before your committee. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
LAWRENCE E. WALSH, Deputy Attorney General. 


Mr. Mack. Our first witness this morning is our friend, Hon. Earl 
W. Kintner, Chairman of the Federal Trade Commission, who makes 
many appearances before this committee, including several in recent 
weeks, 


STATEMENT OF HON. EARL E. KINTNER, CHAIRMAN, FEDERAL 
TRADE COMMISSION; ACCOMPANIED BY ALVIN L. BERMAN, 
ASSISTANT GENERAL COUNSEL FOR LEGISLATION; AND EMER- 
SON ELKINS, ATTORNEY, OFFICE OF THE GENERAL COUNSEL, 
FEDERAL TRADE COMMISSION 


Mr. Kintner. That is right, sir. It is always a pleasure to appear 
here. 

Iam accompanied by Mr. Berman, the Commission’s Assistant Gen- 
eral Counsel for Legislation and by Mr. Emerson Elkins, attorney in 
the Office of the General Counsel. 

I have no formal statement other than the letter report on this 
legislation which is dated June 17, 1960. With your permission, Mr. 
Chairman, I will read this letter. 

Mr. Mack. Very good, proceed. 

(Mr. Kintner then read the report which appears on p. 3.) 

Mr. Kintner. This completes our formal presentation on this legis- 
lation, Mr. Chairman. 

Mr. Mack. Thank you, Mr. Chairman. You have indicated that 
this bill grants immunity under the Clayton Act, the Sherman Act, 
and the Federal Trade Commission Act. 

Mr. Kintner. Yes, sir; that is our understanding of the necessary 


effect of the bill as written. 
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Mr. Mack. But it wasn’t really clear as to the latter in your state. 
ment. In your opinion, it would grant the immunity ? 

Mr. Kintner. Yes, indeed. We think that must be the effect of it, 

Mr. Mack. There is some question. 

Mr. Kintner. We realize there is a question here, but so far as our 
judgment is concerned we think that this legislation would be some. 
what of a useless gesture unless in addition to granting an exemption 
from the Clayton Act, it conferred similar exemptions from the Sher. 
man Act and Federal Trade Commission Act. 

Mr. Mack. My counsel just confirmed my belief, and that is that 
the bill itself just amended the Robinson-Patman Act. 

Mr. Kintner. That is correct, on the technical amendment incor- 
porated in the bill, but we think that the net effect must be not only 
to grant an exemption to the Robinson-Patman Act but also to the 
other antitrust statutes, or else the bill would be a vain piece of 
legislation. 

“Mr. Macx. Yes. I am attempting to determine if that is the sit- 
uation. I want to be clear, or at least fairly sure, that the bill would 
do what the proponents w ant it to do. 

Mr. Kinrner. Yes. 

Mr. Mack. You have raised a very serious question here in my 
mind. I am wondering if you feel that if this is what the proponents 
want to accomplish : and it is necessary to accomplish that, that it would 
be necessary or advisable that additional language 0 in to spe- 
cifically amend the other antitrust laws. 

Mr. Kinrner. I would say, Mr. Chairman, that it should be made 
clear in the report on the bill that. this is the purport of it. 

Mr. Mack. In your opinion, it would have that effect, right, amend- 
ing the Robinson-Patman Act? 

Mr. Kintner. Technically, it does not amend the Robinson-Patman 
Act. It contains language, ‘ notwithstanding the Robinson-Patman 
Act.” But the authorizing language would, I think, be a nullity 
unless exemptions were conferred from the other antitrust statutes; 
namely, the Sherman Act and the Federal Trade Commission Act. 

Mr. Mack. That is exactly the point that is not clear in my mind. 

Mr. Kintner. It is, of course, conduct which would be authorized 
by law and which is prohibited by current law, and I would assume 
that if it is the policy of the Congress to favor this course of conduct, 
it must be favored for all purposes under all existing laws. 

Mr. Mack. The thing that bothers me is that it would seem that it 
would be necessary to specifically grant immunity or exemption from 
the other antitrust laws, since you have 

Mr. Kintner. If that is the committee’s desire, I think it would 
make a cleaner presentation. But you could handle the entire pres- 
entation of construction of the bill in the report. 

Mr. Mack. I understand that, but the committee at least attempts 
to perfect legislation before it. 

Mr. Kinrner. Surely. 

Mr. Mack. And I am afraid that the Congress relies too much on 
reports and legislative history. 

Mr. KINTNER. I agree with you, Mr. Mack, and that is what pro 
duces so much unnecessary litigation when a bill is passed. I con- 
gratulate you on your carefulness in this regard. 
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Mr. Mack. I accept your congratulations, but I need your help in 

tting the language straightened out. ’ on 

Mr. Kintner. We will be very happy to work with your staff, if 
you decide you want some additional language which will make this 
clear beyond question. 

Mr. Mack. Yes. Well, thank you very much. 

This matter is somewhat confusing to me. 

Originally, if there was a certain objective to be accomplished, I 
felt that it would be necessary to amend the bill in order to carry 
out the ideas of the proponents. I know this is a very difficult area, 
and we certainly value your opinion. If you have any further sug- 

tions on the matter, we would appreciate hearing from you. 

Mr. Kintner. Thank you. 

Mr. Mack. Mr. Dingell ? 

Mr. Dincett. Thank you, Mr. Chairman. 

Chairman Kintner, it is always a privilege to see you up here. I 
would like to state again for the record, as I have so many times in 
the past, that you have done a splendid job at the Federal Trade 
Commission. 

Mr. Kintner. Thank you, sir. 

Mr. Dincet.. I am particularly interested in your statement, and 
Iam very interested in the colloquy between yourself and Mr. Mack, 
dealing with the fact that the bill here purports to amend only the 
Robinson-Patman Act, whereas it actually amends, or should amend, 
the Clayton and the Sherman Acts also. 

Unless a substantial change is made in this bill, it would appear 
than an automobile manufacturer or perhaps even a dealer might 
be in a rather anomalous situation of obeying one law and perhaps 
violating another; is that a correct statement ? 

Mr. Kintner. Yes, sir. He might get out of our clutches and into 
the tender hands of the Department of Justice. 

Mr. Dinceti. Now, to go a little bit further, in effect, then, this 
bill either does, or, if passed, should be amended to change the policy 
of the United States with regard to the Sherman and the Clayton 
Acts also; isn’t that a fact ? 

Mr. Kinrner. Yes, sir. This bill is designed to create an area of 
exemption from the antitrust laws. I think it should be forthrightly 
examined in that light, and if it is intended that there be such an 
exemption conferred, I think it should be made quite clear that the 
exemption is conferred for all purposes. 

Mr. Dineett. Are you familiar with the history of area pricing 
in the automotive industry ¢ 

Mr. Kintner. Reasonably so. 

I have had the task of opposing this legislation for the last 3 or 4 
years, I believe. 

Mr. Dincetu. As I recall the history of this, at one time there was 
a form of area pricing in the automobile and the automobile dealer- 
ship industry ; is that correct ? 

Mr. Kinrner. Yes; that is correct. 

Mr. Dinceti. And, as a matter of fact, the industries desisted from 
that practice because of the warning from the Antitrust Division of 
the Department of Justice that unless they desisted from that prac- 
tice, that they would find themselves prosecuted for violation of the 
antitrust laws. 
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Mr. Kinrner. Yes; it was the Sherman Act and it would be my 
professional judgment under existing law, considering the state of 
the case law, that this would be true today. 

Mr. DrnceELt. So, in effect, if Congress enacted this measure, we 
would be giving industry a license to do precisely the same thin 
that they were compelled to cease doing under threat of prosecution 
under the antitrust laws. We would be giving them a license to do 
something very close to that; am I correct ¢ 

Mr. Kintner. Yes, sir; that is correct. 

Mr. Dineetu. And, in effect, we would be granting what would 
then constitute a repeal or a partial repeal of the antitrust law or else 
we would be putting the dealer and the automobile manufacturer 
under peril of perhaps obeying this law while violating perhaps stil] 
another law; is that correct ? 

Mr. Kintner. That is correct, unless you make it quite clear, 

Mr. Dincetxi. Now, this bill possesses another series of rather 
unique features, and I think if we were to refer to line 4 on page 1, you 
find that an automobile manufacturer means any person, partnership, 
corporation, association, or other form of business enterprise, engaged 
in manufacturing or assembling cars, trucks, station wagons, or other 
automotive vehicles, including any person, partnership, or corpora- 
tion which acts for such manufacturer or assembler in connection with 
distribution of automotive vehicles. 

The first question is: Does that strike you as being a good definition? 

Mr. Kinrner. Well, it is certainly comprehensive, Mr. Dingell. 

It is, I think, deliberately designed to cover distributors, even con- 
mon distributors, of various makes of cars. 

Mr. Drinceti. And it could also include parts manufacturers? 

Mr. Kintrner. Yes, indeed. 

Mr. Drncetxi. Component manufacturers? 

Mr. Kinrner. Yes, indeed; it is very broad. 

Mr. Dincetu. Subassemblies like, for example, Budd wheels or some 
of the auto frame manufacturers ? 

Mr. Kintner. That seems to be the purpose of the legislation. 

Mr. Drincetxt. Mr. Chairman, I certainly appreciate your help in 
this very technical subject. 

Mr. Kintner. Thank you. 

Mr. Mack. Mr. Keith? 

Mr. Kerru. No questions. 

Mr. Mack. Mr. Kilgore? 

Mr. Kircore. Mr. Chairman, referring to the last question Mr. 
Dingell asked you with respect to subparagraph (a) on page 1 of the 
bill 

Mr. Kinrner. Yes, sir? 

Mr. Kixcore (continuing). Do you interpret the last phrase of that 
paragraph— 
or corporation which acts for such manufacturer or assembler in connection with 
the distribution of said automotive vehicles— 
to include a sales dealership under the term “automobile manufac 
turer”? 

Mr. Kintner. Yes; it could be so interpreted, sir. It is, I think, 
purposely broad. 

Mr. Kircore. That is the only question I have, Mr. Chairman. 
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Mr. Mack. Mr. Curtin? ; 

Mr. Currin. No questions, Mr. Chairman. 

Mr. Mack. Mr. Hemphill? 

Mr. Hemenme. Thank you, Mr. Chairman. 

Iam sorry I missed the first part of your statement. ) 

[ notice in the Attoreny General’s report in 1956 on almost identi- 
cal legislation—it is the same Attorney General—stated that this was 
an indirect approach to the antitrust laws instead of a direct ap- 

roach, and he used the term “bootlegging” in his report, which 
rings it down to common vernacular. 

Is there anything that the industry could do now to clean up the 
situation and protect the dealers and not violate the Sherman Anti- 
trust Act? 

Mr. Kintner. Mr. Congressman, I would have to know the par- 
ticular situation that you have in mind, before I could answer this 
uery. ' ai 

Mr. Hempuity. The situation is described in the Attorney Gen- 
eral’s Report of 1956, where in certain areas of the country the auto- 
mobile dealers were taking the allotted automobiles and passing 
them out to used-car dealers who were able to undersell in adjacent 
territories at below the price of the dealers in that territory who had 
the overhead and the franchise in that territory. 

Mr. Kintner. I was under the impression that the auto labeling 
bill which the Congress passed last session, I believe, was designed 
to get at these practices. 

Mr. Hemreutiy. Did it get at them ? 

Mr. Kintner. This legislation provided for labeling which would 
show the original destination of the automobile. As I understand it, 
at the time, there was a very serious problem of so-called bootlegging 
in the industry. 

Mr. Hemeniw.. If the labeling bill did the job, why do we have 
this legislation proposed now / 

Mr. Kintner. This is legislation to allocate customers. In effect, 
a dealer in a particular area will enjoy a differential which will have 
the effect of allocating exclusively to him the customers for that 
particular make of car within his sales area, so there would not be 
any competition outside of his sales area. 

In other words, a Ford, Chevrolet, or Chrysler dealer outside of 
the area will not be able to pick off any of his customers by giving 
them a lower price than the dealer in his area might be able to give 
them. 

Mr. Hempuiwy. I understand that, but my question is: Under the 

resent law, is there anything that can be done that this particular 
egislation proposes? Is the legislation necessary ? 

Mr. Kryrner. I think about the only way you can achieve this 
objective, if it is determined by congressional policy to be a desirable 
objective, is through legislation, because the existing law, including 
the decisions handed down by the courts, make unlawful the practice 
sought to be legalized by this legislation. 

So, under those circumstances, I would say that if you desire to in- 
sure safety for automobile dealers engaging in these practices, it 
should be accomplished by legislation. = 
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Mr. Hempuity. I have one more question—on page 2 of your pre- 
pared statement, the last paragraph in the middle of the page there 
the last sentence. . 

I notice that in every report, 1954, 1956, and now in 1960, your de. 

artment has used that identical language in classifying this sort of 

egislation. 

Mr. Kintner. Yes, sir. 

Mr. Hempuitt. Is it your belief, from the use of this language, that 
what is happening is: this isa test case to get rid of the antitrust laws! 

Mr. Kintner. No, sir. I have spoken out on this particular prob. 
lem in a number of public statements across the country, and I don't 
mind speaking out here today. I think that there is a growing ten. 
dency on the part of American businessmen to come to Washington and 
seek exemptions against the effects of competition, to water down 
through exemption the existing antitrust and trade regulation laws, 
I have said repeatedly in the past, and I will say again here this morn- 
ing, that if any appreciable portion of the pending legislation which 
seeks to create exemptions to the antitrust and trade regulation laws 
and water down competition in the free market should ever pass, 
we would have little but the rags and tatters left of our capitalistic, 
competitive, free enterprise system. 

Mr. Hempuitt. I think that is an excellent statement and I want 
to say that I share the admiration for Chairman Kintner for the 
good work he is doing. 

Thank you. 

Mr. Kintner. I believe in competition. 

Mr. Mack. Mr. Kintner, I am very interested in your remarks that 
you just made in your colloquy with my good friend from South 
Carolina, because I was somewhat encouraged that you felt we still 
had, or I assume that you felt we still had, the law of supply and de- 
mand working in business circles, generally. 

Mr. Kintner. Yes, sir. 

Mr. Mack. I don’t want to put words in your mouth. I assume that 
you would go that far. 

Mr. Kintner. I certainly would. I think we have a substantial por- 
tion left yet today of the capitalistic, competitive, free enterprise 
system, one of the cornerstones of which, as you have just pointed 
out, is the law of supply and demand. 

We still have a substantial portion of that working for us in our 
country, and I am concerned, however, that we not further water 
down that system. 

I believe in capitalism. I make no apologies for believing in 7 
talism as a Government official. I think my agency is, and must be, 
dedicated to the preservation of capitalism and competitive free en- 
terprise, and we have opposed these bills before your committee and 
the other committees of the Congress, including those of the Senate, 
trying to adopt a consistent position along this line. 

The Congress fixes the policy, but I think it is incumbent upon us 
to take a position for the free market. . 

Mr. Mack. I congratulate you and say that I am conpletely in 
agreement on the free enterprise, competitive system. 

The only difference of opinion I think we have is that I don’t feel 
that it is quite as free as it has been in the past, and quite as competitive 
in some areas. 
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Mr. Kintner. I would agree with you on that. I think that we need 
todo a better job of enforcing the present laws, and that businessmen 
need to do a better job of voluntarily abiding by the present laws in 
order to sustain the capitalistic, competitive, free enterprise system. 

These ground rules that have been set up must be made to work, and, 
of course, some of them do limit that competitive situation. 

There must be ground rules, and there must be limitations. But my 
point is that I would prefer us not to set up further limitations, but 
to operate within the framework of the laws that we have—my agency 
with its enforcement program and American businessmen abiding by 
those ground rules. 

eM sox. I think probably in the days to follow during the course 
of these hearings that the witnesses will indicate that they had their 
share of competition in the automotive retail field. And they probably 
will indicate that they have had it even in the days when they did 
have territorial supervision. 

But I was particularly interested in your statement with regard 
to other industries, especially in the big industries that don’t seem to 
operate as much on the basis of supply and demand as they used to. In 
particular I was thinking about the industries that have tremendous 
surpluses, but yet don’t reduce their prices so that they can get their 
money back. They don’t have to pay interest any longer and could sell 
tothe consumers at reduced prices and could sell more of their products. 

We have had before this committee indications that that was true in 
several industries, especially in gasoline. So while I think we are all 
seeking the same objective, it seems to me it ought to be working on 
the other end, too, and that is what worries me. 

Mr. Kintner. I realize there are some very serious problems, and 
we see them because of the great influx in complaints that we have 
received in this antimonopoly area. 

However, to meet that situation we have, as I have advised you in 
previous appearances, sharply stepped up our enforcement work in 
this area of the Robinson-Patman Act. 

Mr. Mack. Yes. 

Mr. Kintner. I think it has to be stepped up quite a bit more to 
meet some of these very serious problems that you have referred to. 

Mr, Mack. I made similar statements on many occasions, but I 
want to associate myself with the other members of the committee in 
commending you on the job you are doing as Chairman of the Fed- 
eral Trade Commission. I congratulate you. 

Mr. Kintner. Thank you, sir. 

Mr. Mack. We have our very distinguished colleague here this 
morning who is a member of the Interstate and Foreign Commerce 
Committee and who is participating in the subcommittee hearing. 

He is an outstanding Member of the House of Representatives, 
en John Jarman. 

_ Mr. Jarman, do you wish to introduce a constituent of yours who 
is here today ? 

Mr. Jarman. Mr. Chairman, I appreciate your kind words and 
a chance to sit in with this distinguished subcommittee this morning. 

It is my understanding that the next committee witness is Mr. 
Mead Norton of Oklahoma City, who is a friend of mine in my own 
State of Oklahoma. 
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Mr. Chairman, I welcome the opportunity to introduce Mr. Norton 
to the subcommittee. 

He is an outstanding civic, business, and governmental leader in our 
State. In a business capacity, he has over a number of years oper. 
ated a number of automobile dealerships in various cities and muni¢j- 
palities, with a tremendous background of experience in that field, 

In a governmental capacity he has served in elected capacity as 
State senator in our State legislature. When he left the give-and. 
take of the elective political world, he has consented on a number of 
occasions to serve in important governmental appointive positions 
in our State. 

Mr. Chairman, I feel that Mr. Norton will bring to this great sub. 
committee a real background not only of practical business experience 
in this field that the subcommittee is considering, but practical legis- 
lative background that will make his testimony before the subcom. 
mittee of real value. I appreciate this opportunity to introduce Mr, 
Norton. 

Mr. Mack. Mr. Norton, we are very happy to have you. 


STATEMENT OF H. MEADE NORTON, OKLAHOMA DIRECTOR OF 
THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION; ACCOM. 
PANIED BY ROWLAND KIRKS, LEGISLATIVE COUNSEL 


Mr. Norton. Thank you, Mr. Jarman and Mr. Chairman. 

Mr. Chairman and gentlemen of the committee. I am H. Meade 
Norton, a Buick-Chevrolet-Studebaker-Lark and Willys Jeep deal- 
er from Oklahoma. I have served as the director from my State for 
the past 12 years representing 313 dealers who are members of the 
national association in Oklahoma. 

I have been an automobile dealer for over 40 years. I believe this 
experience, along with active participation in local, State, and na- 
tional association affairs, qualifies me to be reasonably conversant 
with the retail automobile business, our problems and what must be 
done, if we are to survive. 

I appear here today in support of H.R. 10201, of which, when I 
conclude my testimony, our legislative counsel will suggest some 
corrective amendments. 

Mr. Mack. I wonder if you want to introduce your legislative 
counsel to the committee. 

Mr. Norton. I will be delighted to at this time. 

This is Mr. Rowland Kirks. He is our legislative counsel for the 
National Automobile Dealers Association. I thought in the interests 
of time, possibly it would be well, when I have concluded, if Mr. 
Kirks be permitted to present and explain some technical amend- 
ments to H.R. 10201 which we recommend for adoption to this com- 
mittee. If it pleases the committee, I will proceed. 

Mr. Mack. Very well, will you proceed ? 

Mr. Norton. As I explained previously, I have interests in various 
sized dealerships. For instance, I have what I consider a very small 
Chevrolet dealership, selling less than 75 cars per year and I have 
an interest in a Buick dealership, the largest one, located in Oklahoma 
City, which sells about 500 cars a year. 
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A prepared written statement has been submitted to the committee, 
which I shall not read, but I request that it be accepted, and that it 
be made a part of the record of this hearing. 

Mr. Mack. That will be made a part of the record at this point. 

(The statement referred to is as follows :) 


QrATEMENT OF H. MEADE NorTON, OKLAHOMA DIRECTOR OF THE NATIONAL AUTO- 
MOBILE DEALERS ASSOCIATION 


Mr. Chairman and gentlemen of the committee, I am H. Meade Norton, a 
Buick-Chevrolet dealer from Oklahoma City, Okla., and I have the honor of 
serving as the director from the State of Oklahoma, representing 313 dealers, on 
the board of directors of the National Automobile Dealers Association. [ have 
served in this capacity since 1949. During the course of my 12 years, as a 
national director in our association, I have served on numerous association 
committees, and am presently a member of our national affairs committee. 

I have been in the automobile business 42 years. This experience, coupled 
with active participation in local, State, and National association affairs, makes 
me reasonably conversant with the retail automobile industry, its problems 
and some workable solutions to some of its needs. 

It is important that it be understood that my personal background and 
experience, during all these years, includes working from the ground up in 
the business. At the present time, one of my Chevrolet dealerships sells less 
than 75 new cars a year. This is a small dealership by any standard of 
measurement. 

My Buick dealership would be considered a medium-size operation. There- 
fore, I appear before you in my individual capacity as an average dealer, not 
as a small dealer spokesman pitted against the interest of large dealers nor 
vice versa. 

As the official spokesman for our association, I shall explain the necessity 
as well as the urgency for the enactment of H.R. 10201 amended to read as 
§. 2151, its companion bill, which has been reported out of the Committee on 
Interstate and Foreign Commerce in the Senate and now awaits Senate floor 
action. 

There are approximately 36,000 franchised automobile dealers in the United 
States today. By franchised automobile dealers we mean those who are under 
contractual arrangements with a manufacturer or distributor to sell new 
automobiles and trucks. The National Automobile Dealers Association is com- 
posed of some 21,000 of these dealers. The majority of franchised automobile 
dealers are small businessmen as measured by virtually any economic yardstick 
of size. Approximately 66 percent of the NADA members sell fewer than 100 
new cars and trucks annually. 

Cumulatively, however, the new car dealers are one of the most important 
factors, in our Nation’s economy. The franchised automobile dealers nationally 
have an estimated net worth of $4.3 billion. They employ approximately 625,000 
persons with an annual payroll of $3 billion. In the year 1959, they paid an 
estimated $200 million in property, income and other taxes. These same dealers 
spent an estimated $250 million on advertising. Their total retail sales in 1959 
amounted to $32.5 billion. Some 6 million individual new automobile sales 
were transacted, in addition to 9.7 million used car sales, in 1959. Statistics 
show that $18 billion of automobile paper was extended during that same year. 

The importance of the individual dealer in his own community is significant. 
The average dealer has a net worth of $119,000. He employs on the average— 
17 people. In 1958, the total auto dealer payroll was 11.5 percent of the 
total retail trade payroll in the United States. 

The average dealer paid an estimated $5,400 in property, income, and State 
taxes in 1959. He spent an the average of $6,800 in his community on adver- 
tising, his average retail sales last year were $880,000. In addition to the 
economic value of the dealer to his community, he almost invariably plays a 
prominent role in all civic and charitable activities. 

Despite the importance of the automobile dealer his normal profits have 
been squeezed out of his sales and at the same time his cost of doing business 
has risen radically. The following table shows that dealer's profits before 
taxes plummeted radically in the years immediately following the disappearance 
of the seller’s market created by the Korean crisis and the tremendous unfilled 
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customer demand following World War II. The same table shows that new 
car production continued apace during that period; and retail sales volume Was 
high. 


 - 
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To fully appreciate the present position of the franchised dealer, let me explain 
a little of the background of why the dealer system was adopted and main- 
tained by the manufacturers for the distribution of their products and why that 
system is in jeopardy today. 

In the industry’s infancy, virtually all methods and systems of distribution 
were tried by the factories, ranging from the appointment of agents in the field 
who took orders, to the chainstore merchandising of automobiles. At one stage 
in the industry’s development the factories attempted to operate their own 
wholesale and retail outlets but found that system to be unsatisfactory for many 
reasons. 

Oxperimentation and great deliberation marked the final decision to estab- 
lish the franchised dealer system. In adopting this method of distribution the 
manufacturers gave recognition to their need for— 


(1) National representation ; 

(2) A self-financed source of risk capital provided by the retailer, thus 
relieving the manufacturer of this financial burden ; 

(3) A wholesale market which would provide their necessary working 
capital—immediate cash on the barrelhead ; 

(4) Readily available service for the product; 

(5) A substitute for the warehousing space and parts inventory normally 
provided by a manufacturer ; 

(6) Local identity inspiring confidence in the product, and its maker; 
and 

(7) A system to accommodate the trade-in problem. 


In addition to these reasons, the manufacturers soon found that mass pro 
duction and the assembly line process requires substantial and reliable local 
facilities and personnel to perfect the manufacturing process before release of 
the product for public use. 

Thus, a well financed, properly equipped and locally respected dealer body 
was and is indispensable to a successful automobile manufacturer. 

The manufacturer’s needs with respect to the dealer and his daily business 
conduct find expression in the franchises under which we conduct our daily 
business operations. These franchises set forth clearly and firmly our duties 
and responsibilities as dealers. For example, each dealer must maintain facili- 
ties, equipment and stocks to the “satisfaction” of the factory. We must main- 
tain working capital satisfactory to the manufacturer. We must “develop the 
sale of company products, and render service * * * to the satisfaction of the 
company” in the dealer’s locality. In other words, we are required to develop 
our sales and service in our area of responsibility as that area is determined by 
the factory. We must “employ adequate trained personnel * * * to the satis 
faction of the company.” 

Having imposed these requirements, the manufacturer then reserves to him- 
self the right to keep check on our performance under the franchise, to measure 
the success of our efforts in accordance with his own standards, and require 
changes when, in his judgment, such changes are essential to his success. 
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Failure to live up to the manufacturer’s standards and to operate to his 
“satisfaction” in the development of our areas of responsibility can end in 
termination of our agreement. As one writer puts it: 

«# * * When the dealer has committed his capital and entered the business, 
a power relationship unites manufacturer and dealer. It is then that a manu- 
facturer’s threat to cancel the franchise takes on meaning, for the dealer is no 
jonger a free participant in a market process. He has committed himself deeply. 
His firm’s name is now associated with that of his manufacturer, and it is not 
easy to shift the capital he has invested in plant and equipment, let alone that 
jnvested in good will. (The Politics of Distribution, Palamountain, Harvard 
University, 1955, pp. 110-111.) 

In other words, the manufacturer is in the fortunate position of having avail- 
able to him a captive market for his products, and thus does not have to con- 
tend with price competition in marketing his products. 

In recognition of his need for such retail outlets, and as a fair reward for 
the dealer’s investment in time and money required of the dealer under the 
franchise, the manufacturer established a pricing system under which oppor- 
tunity was afforded for the dealer to perform his functions satisfactorily for 
his manufacturer and customers. 

Originally the pricing structure adopted by the manufacturer contemplated 
these things : 

(1) Asuggested or recommended retail (list) price which— 

(a) Manufacturer would advertise and publicize; 

(b) Manufacturer would encourage the public to recognize as the true 
value of the automobile; 

(c) Manufacturer would encourage dealer to advertise and use as retail 
selling price. 

(2) A discount from the retail (list) price which was used by manufacturer 
in arriving at wholesale price at which products would be sold to dealers, and 
which was designed to provide dealer with sufficient markup to cover— 

(a) Dealer’s fixed expenses; 

(b) Dealer’s variable expenses ; 

(c) Adequate return on required investment ; and 

(d) Reasonable profit necessary to sustain healthy retail operation. 

The pricing structure further contemplated : 

(3) A competitive retail market in which this pricing structure was realistic 
and satisfactory for the manufacturer, the dealer, and the customer. 

And it also contemplated : 

(4) The minimum requirements the manufacturer imposed upon the dealer 
with respect to— 

(a) Facilities to be provided by the dealer ; 

(b) Services to be performed by the dealer ; 

(c) Representation to be given by the dealer ; and 
(d) Operating capital to be maintained by the dealer. 

In other words, the discount from the list price given a dealer anticipated a 
reasonable margin of profit, which contemplated adequate compensation for the 
facilities and services required of him by the manufacturer as a necessary part 
of the manufacturing and merchandising function. 

But today the situation is different. 

The discount from list-pricing structure is meaningless insofar as the dealer’s 
return is concerned, because the margin represented by the discount is not avail- 
able to the dealer because— 

(a) He is encouraged to concentrate on volumes sales, regardless of profit ; 

(b) He is encouraged to sell at discount prices; 

(c) He is encouraged to subsidize his retail sales of cars through retail 
sales of service and parts; 

(d) The public is encouraged through advertising (national and local) to 
get a “deal”; 

(e) The dealer is encouraged to give “deals” by over-allowances on trade- 
ins and discount selling of the new car; 

(f) The dealer is encouraged to take more cars than he can sell in his 
area of responsibility at a reasonable profit to himself; and 

(7) The well-established quality dealer is forced to compete with a 
“stimulator” or other dealers with low overhead, thus forcing a sacrifice of 
legitimate profits in the interest of volume sales. 

Today the dealer is encouraged and forced by competition at retail on a small 
margin (bearing no reasonable relationship to the original discount or markup) 
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which does not adequately compensate him for the facilities provided and gery. 
ices required of him by the manufacturer. 

The profit margin which has been held forth to the dealer as an inducement 
for his heavy investment is in actuality not available to the dealer in today’s 
market. The average profit figures produced by NADA’s business management 
department, as previously set forth on page 3, provide grim evidence of the profit 
squeeze the dealer is in and has been in for many years. 

It is our view that the necessary profit margin is not available to the dealer 
because of the lack of real correlation between realistic customer demand anq 
production and the pricing system employed by the manufacturer. 

The real risks of price competition in our industry are borne by the dealers, 
The dealer is required to purchase at wholesale and sell at retail to satisfy de 
sires and aims of the manufacturer, as to his—the manufacturer’s—volume and 
profits, in disregard of the dealer’s own best interest as dictated by his own 
business judgment. In a normal buyer’s market the inevitable result is a squeeze 
on the dealer. 

The dealer is encouraged by his manufacturer to sell in volume and sell for 
less, but to sell. Price competition and price concessions in the form of over. 
allowance on trade-ins and discounts are promoted by the manufacturer at the 
retail level but they are not required to share in this competition and these 
concessions in their prices to their dealers. 

To be fair, however, it should be pointed out that what might be considered 
as price concessions sometimes are made by the manufacturers to their dealers 
to encourage the sale of new units which to the manufacturer is “plus” business, 
I designate this as “plus” business because these concessions are made to keep 
the factories operating until model changeover time and also to permit the manu- 
facturer to reap profits resulting from the production of additional units after 
the particular division has achieved its minimum profit goal for the model run. 

In actuality, however, the dealer has no assurance that he will be compen- 
sated for providing the facilities and performing the services required of him 
by the manufacturer. 

Obviously, the requirements regarding facilities and services set forth in the 
franchise are necessary for the protection of the goodwill of the manufacturer 
and the good name of his products. Hence, the providing of the facilities and 
the performance of the services are of real value to the manufacturer. 

These facilities and services provided and rendered on the basis required by 
the manufacturer represent real costs to the dealer for which he must be com- 
pensated. If competitive conditions not of his own making deprive him of the 
opportunity to realize this compensation in the retail price of his products, and 
since these requirements must be continued as a proper marketing function, his 
compensation must come from another source. Under these circumstances, it is 
reasonable for the dealer to look to the manufacturer for such compensation, 
since the manufacturer is responsible for the costs incurred on his behalf. It 
is logical for the dealer to look to the manufacturer to reassume the responsi- 
bilities which historically have been his. 

This bill merely paves the way for the assumption of this responsibility by the 
manufacturer and a reasonable and proportionate participation by both manu- 
facturer and dealer in the costs of a satisfactory and necessary distribution 
system. 

The plight of the retail automobile dealer is serious today. From 1951 to 1959, 
while new car production increased 5 percent and new car registrations in- 
creased 19.1 percent, average dealer profits plummeted a little over 70 percent 
to a low of minus 1.4 percent for the year 1959. 

Normal profits have been squeezed out of his sales and at the same time his 
costs of doing business have risen radically. For example, the total expenses 
per new unit retailed increased on the average 17 percent from the first quar- 
ter of 1955 to the first quarter of 1960. 

The mortality rate among dealers may be vividly shown by the following 
table: 


End of year— End of year— End of year— 
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In 11 years, there was a net loss of 10,734, or a decline of 22.9 percent. 

This trend cannot continue. If the dealer is essential—and I have shown 
that he is—something must be done now. 

The industry is anxious that this trend be reversed, in its own interest and 
in the interest of a healthy national economy. The industry is trying to work 
out its own salvation. NADA has made great strides in this effort. We have 
adopted a code of ethics with teeth in it. We are cleaning up advertising 
through our code of advertising principles and working with the better business 
pureaus. We are urging an immediate return to a true and meaningful quality 
dealer program. 

In the present situation, however, the industry is powerless to take the last 
essential step—to make business arrangements that would provide simply that 
a dealer be paid by the manufacturer for facilities he provides and services he 
performs to comply with the specific requirements of his manufacturer. To 
me that is the American plan. A man should be rewarded for faithful service. 

The public accepts the fact that milkman, breadman, iceman, and paperboy 
each has a Specified route. This is not done in the interest of selfishness or 
protection, but to provide service and eliminate duplication of effort on the part 
of the individuals concerned. 

It does not mean that only one dairy, one bakery, one ice company, or one 
newspaper can sell in that area. It does not demand that the consumer buy 
from the supplier servicing that particular territory. Nor does it prevent the 
housewife from refusing to buy from any of the suppliers serving her area in 
favor of making her purchases at the neighborhood grocery store or super- 
market, or the man of the house from picking up his paper at the corner 
newsstand. 

There is no restriction on freedom of choice. The same applies to the fran- 
chised automobile dealer and his efforts in seeking legislation for the protected 
territory clause in his franchise. This clause was in his agreement with his 
factory until 1949, and it did not impose restrictions on the practices of the 
purchasing public. 

Opponents of this legislation have raised several misconceived and unfounded 
arguments which I wish to rebut at this time. 

The first is this. The type of arrangement permitted under this legislation 
is not feasible so far as the manufacturers are concerned because they wouldn’t 
know how to set it up and administer it. The facts indicate the contrary. 

Every manufacturer today is engaged in the operation of numerous bonus 
plans for his dealers. They have been for years. They have the machinery 
and experience to add one more. 

The second unfounded argument is that putting into effect a plan allowed by 
this legislation would, of necessity, raise the price of automobiles to customers. 
This need not be so for several reasons. 

First, do present bonus plans increase customer cost? The answer is “No.” 
The fact is they reduce the cost in the vast number of cases. Next, take a look 
at the manufacturers’ profit figure as compared with that of the automobile 
dealer. 

Operating profit (before Federal income tar) 


[In percent] 
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An answer to the increased cost to the customer becomes obvious. 

In conclusion, permit me to emphasize that this legislation is not intended to 
restrict business freedom, it does not arbitrarily require any man to perform or 
refrain from doing any act, nor does it limit a customer’s freedom of choice. It 
seeks merely a clarification of existing law. 

I am not sure what the ultimate effects on me will be if this law is enacted. 
That will depend upon the plan or plans finally put into effect by the manufac- 
turer I serve. Like the dealers I represent, I am anxious that all available 
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steps be taken and all avenues be explored which will provide us with the Op- 
portunity to reclaim public confidence in us as respectable businessmen, anq 
which will enable us to satisfactorily serve our customers and the manufacturers 
we represent. 


This bill will contribute substantially to the attainment of this objective. 

I thank you. 

Mr. Norton. With your permission, I wish to augment my written 
statement, which is designed to show the economic need for relief, with 
a brief oral presentation as to why we urge the enactment of H.R. 
10201, with amendments, after which I shall be happy to answer ques. 
tions of the committee. 

The survival of the small dealership throughout America concerns 
me, as I am sure it concerns this Congress. Large metropolitan deal- 
ers can always take care of themselves. By the use of metropolitan 
newspapers, radio and TV coverage they can draw customers from 
far and wide in sufficient volume to survive at the expense and ruina- 
tion of the small rural dealer. 

There have been about 40 percent dealer casualties since World War 
II and practically all of them have been located in communities of 
25,000 or less. 

We are before you today not because of casual or precipitous action, 
but as a last resort after long and tedious, but nonetheless fruitless, 
effort to resolve this problem short of coming to Congress with this 
present legislation. 

The matter has been worked on for 11 years. A solution was sought 
within the industry itself. It was not found. The subject was ex- 
plored at great length and in much detail with the Department of 
Justice. No relief was forthcoming. 

For the past 6 years, the problem has been before the Congress in 
one legislative form or another. None have been acceptable to the 
Congress up to the introduction of companion bills H.R. 10201 and 
Senate bill 2151. 

S. 2151, as amended, has been reported out of the Committee on 
Interstate and Foreign Commerce in the Senate. It is our hope that 
it will be acted upon by the Senate in the next several days. 

We are here today to urge that H.R. 10201 be amended to read as 
S. 2151 now reads and that the bill be reported at the earliest possible 
moment to the House for consideration. 

Before discussing the details of S. 2151 and H.R. 10201, permit me 
to state very briefly the situation with which we are faced today. 

Prior to 1949 automobile manufacturers, or at least most of them, 
had what were known as territory security clauses in their franchises. 

In October 1949, when the General Motors Co. renewed their an- 
nual contracts with their dealers, they eliminated the so-called terri- 
tory security provision from that contract, and they said at that 
time—I am sorry I don’t have the letter to make you the direct quote, 
but I can almost tell it to you verbatim—they said at that time that 
although there was no clear-cut case of law on the point they felt they 
would definitely be in violation of the antitrust laws if they continued 
to keep the territorial provision in their contract, because the trend 
was running that way, and so in order to escape expensive and long 
litigation, they thought it would be wise if they would eliminate the 
so-called territorial security clause from their contract. That was in 
October, the 31st, as I recall it, 1949. 











p- 
id 


nh 


er 


—_— ONS ee ee SSOP 


AUTOMOBILE DEALERS TERRITORIAL SECURITY 19 


So, of course, the dealers over the country began then to seek to 
darify the situation because we realized that when the territories 
were thrown open and nobody in particular was responsible for the 
territory, in the end the public would finally be the loser. I hope to 
develop that testimony here this morning and show you what I mean. 

Now, in 1950, we had our convention at Atlantic City in about, I 
would say, January or February of 1950, and the then Attorney Gen- 
eral, Mr. McGrath, if I recall the name, made a statement—I don’t 
have the quote, but I think I can quote him pretty closely—that where 
it was going to be the policy of the administration that a buyer could 
buy anyplace he wanted to and a seller could sell any place he wanted 





The bill that we are supporting here does just exactly that. It per- 
mits absolute freedom of choice for the buyer and freedom of choice 
for the seller. Now, from time to time, the manufacturers have told 
their dealers that they could not give them any territorial protection, 
if that is what they wanted to call it, on account of the antitrust laws. 
So, finally, after many tests, trial runs and debates, our national asso- 
ciation came up with this dealer development or territory develop- 
ment idea whereby it would be permissible for a manufacturer to pay 
a dealer an incentive award or a bonus, if you please, if he would 
properly develop his territory, develop sales and provide service for 
the people who live within that certain area where he sold that par- 
ticular make of car. 

Mr. Chairman, if I ramble—you have the gavel—stop me. In the 
preamble of our contract, in addition to all the rest of the things that 
they say that you are supposed to do in the contract, and I have no dis- 
agreement with what they say in the contract, they say in addition 
to giving you a nonexclusive selling agreement where you can sell 
cars anyplace you want to, and we still want that in the contract, they 
also say that they give you the particular and actual responsibility to 
develop the following described territory, and then they describe what 
isgenerally known as your area of influence. 

If you live in a town, they will say the city limits of Earlsboro, or 
Toy Valley, or any other place. I am just picking up some Oklahoma 
names. 

Mr. Mack. May I ask at this point if they do not change this area 
from time to time ¢ 

Mr. Norton. Yes, sir; they change their territory. For instance, 
let me refer to the things that I am most familiar with, Dallas and 
Fort Worth. I don’t suppose there have ever been two cities on earth 
that have had the rivalry between them such as Dallas and Fort Worth. 
But they say under the contract it is a metropolitan area, even though 
Dallas and Fort Worth have always wanted to remain apart, they 
say they are one area right now, you see, and they have that right. 

e don’t want to restrain the manufacturers from doing anything. 
We just want to remove any prohibition in the law, if there be any, 
and we have our serious doubts whether or not there really is any pro- 
hibition of law, and let me tell you why I say that. Up until the last 
contract, most manufacturers had a gimmick or a gadget whereby— 
we will take an illustration that I have used down in my country—in 
Kansas City. All the dealers located within the area of Kansas City, 
they would pay them, some manufacturers—they had differences there, 
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but I am thinking of one—they paid them $17.50 per car at the end of 
the year as a bonus on all the cars that those dealers sold, irrespectiyg 
of where they sold them. 

In Oklahoma City they paid their same dealers selling the same 
car $12.50 at the end ofthe year. In Shawnee, Okla., where I was bom 
and domiciled and lived for a long time, they paid those dealers $7.59, 
Now, if that is not discrimination, if anybody is violating any anti. 
trust law somebody violated it up until last fall. 

I asked my friend back there, Mr. Kintner of the Federal Trade 
Commission, whether anybody ever raised that question. 

Now, let me tell you what manufacturers are doing right now, and 
Iam not quarreling with them. We are just seeking some relief for 
badly disturbed territory situation. You buy parts on what is known 
as general trade net. That is what they sell them to all dealers for 
across the country. Then for some of the metropolitan dealers that 
carry large parts in stock they come along and say, “If you will sell 
general dealers out here parts at general trade net and you file an 
affidavit and tell us how many parts you have sold them, then we wil] 
give you a rebate on all the parts that you sell them. Call these 
dealer A.” 

But for dealer B living 2 miles from A, or 10 miles, they say, “You 
sell him and you don’t get anything back.” It is just a courtesy sale, 
That is going on right now, unless they have taken it out of the con- 
tract within the last few days. So what we want to do is to remove 
any prohibition of law, antitrust laws, or anything else, if there be any 
now, so that we can have a system of free enterprise, and where if our 
manufacturers so desire, and this is strictly permissible, that they can 
enter into a contract to cure what we believe is leading to a disastrous 
situation—not for the dealers, there are only about 30,000 of us left 
now, that doesn’t make so much difference—but for the 60 million peo- 
ple in this country that own automobiles. We think that it would be 
wholesome for the man who owns an automobile and who is forced 
to go back to some dealer someplace for service for that dealer to 
assume or share some responsibility for this service so that the car 
owner can get as good service for his car as possible. 

Now, I would like to, if I may—and again, as I say, if I am getting 
out of line, but I would like to rebut—— 

Mr. Mack. The Chair will state that we have advised the witness 
to present testimony, and we are very happy to have you present it in 
whatever fashion you feel is most appropriate. 

Mr. Norron. Let me ask the Chair, the testimony that I am giving 
now, do you consider that appropriate to the occasion ? 

Mr. Mack. The Chair most certainly does. 

Mr. Norton. Thank you, sir. 

Now, we always talk about this system of free enterprise and about 
let’s let it go and remove obstructions to it. Let’s just start out here 
now. Within 30 days, I can organize 30 banks in the State of Okla- 
homa, but you can’t get a charter for one of them. I know 50 comm 
nities in Oklahoma today that just have the facilities of one bank, 
but it is next to impossible to get a State charter. If you get a State 
charter, you run into your Federal Deposit Insurance Corporation. 
You have got to have more money than would ever be necessary in that 
community to get Federal deposit insurance. All right, now is that 
practicing the system of free enterprise ? 
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Let’s take your doctors. Every State has very strict medical asso- 
cations and requirements for doctors. Let me ask you, Why don’t 
weturn the quacks loose? Then let me ask you another thing. Is the 
health of the Nation better since we have raised the qualifications of 
the doctors or is it worse 4 eo 

[say to you that the automobile health of the Nation will be better 
ifyou raise the qualifications of the dealers. 

Now, all forms of transportation except the automobile, every one 
of them, is protected under either State rule or some rule of the 
National Government, every one of them. If this system of free enter- 

rise is so good, why don’t we let more than one busline run here 
inthe city of Washington ? 

Iam up here enough so as to read of the trouble you have on these 
buses. Why don’t you create some competition for the bus people 
if it is good ? 

I will tell you why you don’t. You think the people can get better 
service at lower prices if they have one transportation facility. Why 
don’t we let three or four electrical or utility companies sell electricity 
and water and gas and so on and on and on?’ Why don’t you let me 
put in another television station in Oklahoma City or in Oklahoma? 

In other words, what is sauce for the goose is sauce for the gander. 
If we are going to have this great system of free enterprise, if that 
is what you want to call it, why don’t we have it for everybody Why 
set apart for open cutthroat competition the retail automobile in- 
dustry which is the most vital business in this Nation today. By 
proclamation tonight, the President, if this Congress would give him 
the authority, and he may already have it, could ground every air- 
plane, he could ground every train, he could ground every waterway 
and you could still carry on commerce and industry in the United 
States. 

What if by proclamation he would take every automobile off of the 
road? You would choke every community to death. You can’t op- 
erate without them. They are the most vital necessity, they are the 
lifeblood of this Nation. 

Now, we people who are trying to promote and sell automobiles want 
to see that people that buy them get good service out of them. All we 
are asking 1s to fix it to where our manufacturers can enter into agree- 
ments where we can again regain the self-respect that we used to have 
in this business, and won’t have to resort to tricks and trades and 
come-ons and false advertisements in order to merchandise the auto- 
mobile. 

Mr. Chairman, I have rambled on here, but I will be delighted te 
subject myself to any amount of interrogation that any member of 
thecommittee may have. 

Mr. Mack. Have you completed your statement now, sir ? 

Mr. Norton. Yes, sir. 

Mr. Mack. Mr. Dingell, do you have any questions ? 

Mr. Dincety. Yes, sir, Mr. Chairman. 

_I want to compliment you for a very fine statement this morning, 
sir. You make one statement in your testimony on page 14 where 
you state— 


First, do present bonus plans increase customer cost? The answer is “No.” 
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These bonus plans that you contemplate, the money is going to come 
out of somebody’s pocket. Will you tell me where it is going to con, 
from ¢ 

Mr. Norton. Yes, sir. Mr. Chairman, I am sorry, but I am gettin 
a little age on me and some of these questions I don’t quite understay 
but I think that your question was why will this bonus plan not raig 
the cost of the car tothe ultimate consumer? Is that it? 

Mr. Dincetu. Yes, sir. 

Mr. Norton. All right, I will tell you why it won’t. It is because 
they have many bonus plans right now. What we want them to qd 
is to eliminate all forms of bonus plans that they give throughout the 
year, and I will explain that to you in detail if you like. 

Mr. Drnceti. Would you do away with all bonus plans? 

Mr. Norron. Yes, sir, and make one all-inclusive bonus to pay the 
man that develops the sales and provides the territory in the are 
that is described as his area of responsibility. For instance, just 
this spring a manufacturer came out with a particular model that 
wasn’t selling very good, and they decided that they would give the 
salesman who sold that particular model car a savings bond, Last 
year, nearly all the manufacturers about the 1st of July started with 
what they called a billed-out bonus. Would you like to know how 
that worked ? 

Mr. Dincetx. I am not really so concerned with that right at this 
moment as I am in finding out how this bonus plan is going to work 
out resulting in additional cost to the consumer. This is a very 
important point with which we are concerned. 

Let me ask you this: Is it your contention, then, that this bonus 
is going to come out of the dealer profits—not dealer profits but manv- 
facturer profits ? 

Mr. Norton. No, sir. 

Mr. Dinereti. Manufacturers operating costs? 

Mr. Norron. The manufacturers are paying bonuses now, lots of 
bonuses, but they are just not paying them in the right direction. 

Mr. Drncetu. In other words, you are alleging that these bonuses 
are discriminatory the way they are flowing from the manufacturers 
to the various dealers ? 

Mr. Norton. Absolutely. Would you like for me to elaborate? 

Mr. Drneetx. No. I would like to keep on this one particular 
point that we are on a minute. Is the National Association of Auto- 
mobile Dealers unanimous in supporting this particular piece of 
legislation ? 

Mr. Norron. Let me answer that question. We have taken, I guess, 
over the last period of, I will say the last 7 or 8 years, we have 
taken survey after survey. In every instance, we have had a ma 
jority, a clear majority. 

Mr. Dincexx. Can you give us an idea of what that majority runs! 
Mr. Norton. Yes, sir. 

Mr. Dinceti. What does it run ? 

Mr. Norton. I believe the last one ran over 60 percent. 

Mr. Dincetx. Over 60 percent ? 

Mr. Norton. Yes. 

Mr. Drincetu. In favor of this? 

Mr. Norron. Yes. 
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Mr. Dinceiu. And what percent in opposition ? 

Mr. Norron. Well, here is the thing about it. All of them didn’t 
send in a return, you see. 

Mr. Dincet. In other words, over 60 percent of those who replied 
were in favor ? 

Mr. Norron. Let me ask my counsel here, what it was? I don’t 
know the statistics. 

Mr. Kirxs. Mr. Dingell, in the spring of last year a survey was 
made by an enn business survey house on this subject of our 
membership ; and if it would be of any assistance to the committee, we 
will be happy to submit to you the returns of that survey so that it may 
be available to you in considering the matter. 

Mr. Dinceii. Will you submit that to us very briefly, sir? I notice 
you have quite a voluminous document there. 

Mr. Kirks. I do have, and I can give it to you in any one of several 
ways. 

Mr. Dinceu. Just very briefly. 

Mr. Kirxs. By State or 

Mr. Norron. You want it overall ? 

Mr. Dincetx. I think it would be very useful to the committee to 
have it by State, but I think also it would be very helpful to have it 
overall, if you can give it to us. 

Mr. Kirxs. The overall return was in the neighborhood of 73 per- 
cent that favored the legislation and the others opposed the legislation. 

Mr. Dincett. Did you give your name for the record to the re- 
porter ? 

Mr. Kirk. Yes, I did, Mr. Congressman. 

Mr. Dince.u. Seventy-three percent? Well, we will have a chance 
toevaluate that for the record. Let me ask a couple more questions. 

Returning to this idea of bonus plans and costs to the consumers— 
and I am very much concerned with costs to the consumer, as you are 
probably aware—if we have this bonus plan in effect, this bill is not 
mandatory, but it only makes possible; it is enabling legislation. If we 
have this in the law, what assurance do we have that manufacturers 
will carry out a program of this sort, of the kind that you contem- 
plate? 

Mr. Norron. We don’t have any whatever. 

Mr. Diner. Then in effect we would be actually performing a 
rather useless act, because you have no assurance that the companies 
would carry out your program ? 

Mr. Norton. No; I don’t think so, and I will tell you why. Because 
I think that whenever you remove this prohibition of law, if there be 
any, I think then that it will remove the alibi that manufacturers now 
have in certain areas where they will have a dealer with a large invest- 
ment and a big facility and a big overhead and a big stock of parts, and 
some dealer comes in 10 or 15 miles away and starts advertising cars 
below cost. Now I want to elaborate so you will understand it. And 
so this dealer that has been carrying on the business for years goes 
tothe manufacturer and he says, “Look here, this dealer is advertising 
cars below cost. My customer goes out there and he can’t buy one, 
but still at the same time he comes back to me with a sales resistance 
built up against. me, and my salesmen can’t sell him because they run 
Into this all the time.” 
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The manufacturer says, “We can’t do anything about it because the 
law prohibits us from doing anything.” 

Mr. Drincetu. Does the law prohibit a manufacturer from limitin 
franchises according to behavior, good conduct, and canceling dealey 
franchises for cause ? 

Mr. Norton. I don’t know; the manufacturers are pretty cautious 
about canceling any dealers’ contracts. 

Mr. Dineetyt. We passed a dealers contract a few years ago, which, 
as you recall, I supported, permitting dealer franchises to be canceled 
only for cause. 

Mr. Norton. That is right. 

Mr. Drneetx. But at that time it was my recollection that fast deal. 
ing and unethical practices by dealers would be ground for cancel. 
lation of a franchise. I may be in error on that, but that is my 
recollection. 

Mr. Norron. I think I can cue you in just a little bit on that, if you 
will pardon the word. That is just like the Chairman of the Federal 
Trade Commission testified here this morning about cleaning up this 
legislation. The manufacturers also say that the good faith act re- 
stricts them from canceling this dealer that I am telling you about, 
because they say that that is not evidence of bad faith at all, you see, 
and so they say that they can’t cancel him, so the good faith act isa 
two-edged sword as far as the dealers are concerned. Sure, it helped 
the dealers. It made the manufacturers a little bit more cautious, 
They say that there are certain provisions in the good faith act that, 
where a dealer is raiding—and that is the only word I know—keep 
them from stopping him from shoveling his cars into another's 
territory. 

Mr. Drncetxt. You have local statutes in Oklahoma like we have 
in Michigan ? 

Mr. Norton. Yes. 

Mr. Drneett. Which makes false advertising a State criminal 
offense, do you not ¢ 

Mr. Norron. Yes, but let me tell you about that. 

Mr. Drneett. For example, you advertise an automobile at one 
price and then not to have it on the showroom floor ready and avail- 
able for sale constitutes a criminal offense. 

Mr. Norron. I think most of the States have those. But as to get- 
ting them enforced, there are a lot of laws in Oklahoma, I am sorry 
to say, that. we don’t enforce. We don’t lack statutes in our State, we 
lack enforcement, and that is the same thing with yourselves. I want 
to call your attention to this fact: That irrespective of how white 
laced and pure the metropolitan newspapers are, they are still after 
that advertising dollar, and it is just a little bit hard to call their at- 
tention to something that we think is a little bit below the line of 

ethics and get them to refuse a full-page ad that they can make money 
out of, and I don’t condemn them. 

Mr. Drncett. Thank you very much. 

Mr. Mack. Mr. Kilgore ? 

Mr. Kireorr. Mr. Norton, is your problem one primarily with other 
franchised dealers or with the so-called used car dealer ¢ i 

Mr. Norton. No, sir. Our problem is with our own dealers prin- 
cipally and with our own authorized dealers who have been authorized 
by the factories and dealers who have exactly the same contract that 
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we have except for the little preamble where it said that you were 
specifically required to develop a certain territory. That is about the 
only difference in any of the contracts. Our trouble is this, if you 

Jease. You just simply can’t provide service, adequate service, for 
4 man who owns an automobile or who has bought one from you, with- 
out a terrific investment when you consider that the business is all made 
up of small independent businessmen. All of these people I am _rep- 
resenting are small people. They are family-owned outfits. Most 
of them are partnerships. There may be a few isolated corporations. 
You can’t do it without having a huge investment in plant layout, 
buildings, machinery, parts, and things like that. So when that dealer 
makes the investment to sufficiently take care of the people in his zone 
of influence or his area of responsibility, and he starts out—well, you 
can’t blame the people particularly—so they buy the car and he 
gives them good service and they like that make of automobile. Then 
when they get ready to go buy another car, they will go out maybe 
to some place 10, 15, or 20 miles and buy one off of a lot, where a 
man has no investment, has no responsibility. He carries no parts. 

Well, in the end, dealers are not respecting their service responsi- 
bility as we did when we had some form of a franchise rotection. I 
don’t know whether it has ever occurred to members of this committee 
or not, and I say this in all due respect to all the dealers in Washing- 
ton, but I have had Members of Congress complain to me as to the type 
of service that they got in the city of Washington from first one 
dealer and then another dealer. Actually, Mr. Kilgore, the actual 
saving that they make versus one dealer to another really doesn’t 
amount to anything, because I would say $50 is about it. That looks 
like a big item on an initial purchase of, we will say, $3,000, but the 
average man keeps his car 7 years, so you divide it by seven. That 
is$7a year, which means nothing, you see. 

One wheel alinement can cost you that. In other words, Mr. Kil- 
gore—I don’t want to bore you with this—when you unload an auto- 
mobile, Mr. Kilgore, it is far from being ready to be delivered. It 
has got to be washed. It has got to be polished, the wheels should be 
checked to see if they are balanced and see if they are alined. Some 
manufacturer may come in there and refute that, but it is not true, 
because I have tried to deliver cars without alining wheels and bal- 
ancing wheels and they always come back when the tires wear. 

So the dealer that does not accept any service responsibility saves 
about $50 right there. 

There was a dealer down in our country that advertised cars, “Come 
in and put your own rugs in and put your own carpets in, put on your 
own hubcaps, wash your own car, and we will sell it to you for X 
number of dollars less.” 

The service that you receive from a car is determined by the initial 
preparation that the dealer performs on that car before you get 
delivery on it. 

Mr. Kircorr. Then your primary problem, taking Oklahoma City 
as an example, would be with a franchise dealer with the same make? 

Mr. Norton. Absolutely. 

Mr. Kircorr. Who sells in your territory ? 

Mr. Norton. Let me tell you what happens. 
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You take a salesman, he goes out and he does everything on earth 
germane to selling an automobile. He takes the tag number, he 
looks up the customer, he makes the demonstration, he brings him to 
the salesroom. 

The customer and his wife and children finally decide on the par. 
ticular and peculiar make of car they want down to the trim, the up. 
holstery, the paint and the tires. Then he says, “Well, how will you 
trade with me?” ; 

Well, you have got to tell him. You can’t say, “I won’t trade with 

ou.” 

t Then he says, “Well, you went to a lot of trouble. You run me al] 
over town.” 

He says, “OK, I will trade with you for X number dollars.” 

He says, “Thank you, I will be seeing you.” 

He goes to a dealer who has no development cost at all; who has 
burned up no gasoline to sell the car; he burned no salesroom light to 
show the man the car at night; he has spent no time; so he goes out 
to a fellow that has no development cost and he says, “Look here, I 
have got a 1956 whoosit out there. You have got to tell me how much 
you will give me on this automobile.” 

This dealer will say, “Well, do you want to see the car ?” 

“I don’t want to see anything. I know all about the car. I know 
exactly what I want. Here is the equipment I want on it.” 

Well, Mr. Kilgore, obviously nobody can stand that kind of com- 
petition, when you eliminate the incentive to develop a sale because 
you can’t make the profit out of it. As I have just explained to you 
on this, the industry is losing 3 or 4 million car sales a year regardless 
of what the factory sells, because people don’t spend $3,000 and $4,000 
for nothing. 

Somebody has got to develop that sale, and when they fix it to 
where the salesman can’t go out and develop these sales, the industry 
is losing business. 

And I am surprised that long before now some manufacturer hasn't 
woke up to that fact and seen that they could sell a lot more cars in 
this country at probably a lot less in price than they are under this 
system that they are operating under now. 

Mr. Kircore. What I was leading up to—and I think you have 
pretty well answered it—this legislation would not purport to affect, 
or would not affect and would not afford you any protection from the 
operator who is not a franchised dealer. 

Mr. Norton. No, sir. 

Mr. Krieore. But who has a lot set up not far away from you? 

Mr. Norton. The man who is not a franchised dealer can still buy 
his cars and sell his cars. I don’t know whether this bill provides it or 
not, but this gentleman here has the amendment. This bill limits it to 
5 percent. It doesn’t mean that the factories, if they adopt it—have to 
give you 5 percent. They could give you 1, 2, or 3. 

But even if they went to the maximum 5 percent, I will say to you 
that your selling cost on an automobile is about 12 percent. 

So, obviously a man that has no franchise, no parts, no investment, 
he can make a lot more money and operate without the bonus than the 


dealer can with the bonus, the dealer that develops the sale. 
Mr. Kitcorr. Let me ask you another question. 
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I think you can readily appreciate from your service in the Okla- 
homa Senate, say that the Congress sees fit to pass this sort of legisla- 
tim—do you envision then that appliance manufacturers, electric 
razor manufacturers, and anybody else who manufactures and mar- 
kets a brand name who may be experiencing a similar difficulty to 

ours, would ae then be here before us, say, in the next session, 
seeking this type of legislation ? 

Mr. Norton. The only way I could answer that is to say this: I 
doubt if it would apply—just take electric razors. Let me show you 
the difference between our business and that business. _ : 

Your electric razor in your appliance store, they will sell Reming- 
ton, Schick, every kind on the market. Now Wwe are not exactly 
limited, but in order to do a good job, you just can’t sell every make of 

r. 
oF have got to have more or less an exclusive agency. 

So by virtue of rule and by virtue of contract and general under- 
standing, and the fact that these factories renew our contract every 
once in a while, we only sell one product. That makes a lot of differ- 
ence, you see. 

And it is good for the people that the dealer only sells maybe one 
or not any more than two products, because he can spend all of his 
time seeing that whoever buys that particular product from him gets 
adequate service, and I doubt seriously if it would apply to radios. 
I might say a technical thing like a television, I wouldn’t object to it 
if I were a Member of Congress, because a television requires service. 
I know every time one of them goes out some fellow twists something 
on the back and charges you $15, so it would appear to me that it 
might be conducive to the general public interest if the manufacturers 
would have somebody that sold a technical thing like a television, 
you see. But an electric razor or a coffeepot or a tube of Ipana 
toothpaste, no. 

Let’s put it this way: There is a lot of difference in an automobile 
and a consumable item that you throw out on the shelf and sell. If 
you buy an apple a day, you eat it; you may buy one tomorrow and 
you may never buy another one. 

But if you buy an automobile today, you have got it, and if you don’t 
have somebody that takes an interest in the welfare of that car 
throughout its life, you have not only got it, but you have had it. 

Mr. Kireore. Let me ask you another question then, Mr. Norton, in 
this general area of regulation. 

You talked about the airlines, the buslines, and some of the certif- 
icated carriers, and other businesses operating under some sort of a 
limitation or some sort of a franchise or protection. 

There are exceptions to the situation, but to a large measure those 
businesses also are subjected to regulation with respect to their charges 
and profits. 

Do you see any danger to your business —— 

Mr. Norton. No, sir. 

Mr. Kireore (continuing). When you come in and seek territorial 
protection and also at some time in the future submitting to some sort 
of limitation as to profits? 

Mr. Norton. No, sir; because those people are subject to rate regu- 
lation because they are operating under a governmental ratemaking 

y. 








28 


Now, under the terms of our act, this is permissive legislation. This 
would be a contractual agreement strictly between two parties, the 
manufacturer and the dealer. 

The Government would not be required to regulate their prices, tg 
regulate anything else. This is strictly permissive. They could use it 
for a day. 

If they didn’t like it, they could take it out. They could put it jp 
tomorrow. And why some factory would oppose a situation that 
allows them freedom in a contractual relationship is beyond my com. 
prehension. 

Mr. Kireorr. You say why some manufacturers would oppose— 

Mr. Norton. Yes; I say why some manufacturers do oppose it. | 
understand that there will be manufacturers here today, probably fol- 
lowing my testimony, that will testify against this bill; yes. 

I understand that. I understand that there have been some manv. 
facturers that have said that they are not for this bill. 

I don’t know whether any Members of Congress got the letter or 
not. 

Mr. Kireore. I believe that is all the questions I have, Mr. Chair. 
man. 

Thank you very much. 

Mr. Hempniiu. I was very much interested in what you had to say 
about the consumer. 

Mr. Norron. Yes, sir. 

Mr. Hempuiiy. Because we are very interested here in protecting 
the consumer. 

Those who oppose this legislation say that the consumer will suffer 
if this legislation is passed. 

Mr. Norton. Well, I don’t share that belief. 

Mr. Hemeuimn. They say, for instance, if you have a franchise in 
Podunk and a man over in another city sells your Podunk man a car, 
and he brings it down to you for a Suodheas you get paid for that 
checkup, for that service, within a certain range; is that true? 

Mr. Norton. That is true. 
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What you are talking about now, if a man in Washington, ifa | 


dealer in Washington, D.C., sells a Buick automobile and if he gets 
out to Baltimore and has trouble with it, he can take it into the Buick 
dealer there and the Buick dealer will take care of it. That is 
true. 

Now, that is costing the public because the manufacturers, in their 
price structure, have to make a tolerance for that. 

In the absence of having a dealer that is responsible for the proper 
preparation and delivery of this car, and knowing that somebody 
must try to help these people out whenever they buy a car from a 
dealer that does not ae prepare it, the manufacturers have set 
up—obviously, they have put it in their price structure, as does every- 
body else. 

Jones pays the freight, after all. So that is in the price of the 
car. 

There was one year that I estimated that they added about $40 
per new car sold just to take care of that kind of service. That 1s 
true. 

Mr. Hemrpuity. Who added the $40? 











Lis 


he 


— | 


ol. 
U- 


or 


ay 
ng 


fer 


ar, 
at 


AUTOMOBILE DEALERS TERRITORIAL SECURITY 29 


Mr. Norron. The manufacturers when they price the car. You 
build an automobile here, you build an automobile and you just sell 
it out and you are through with it. You put your price on it and 
make so much money. 

You build an automobile and you put it out and you know that 
you are going to have to pay—that the manufacturer is going to have 
to pay to service that car—you are going to add something to that, 
aren't you. 

Mr. Hemputity. I don’t know the automobile business that well. 
It has always cost me when I bought. 

Mr. Norron. I don’t want to interrogate the Congressman but I 
might ask what business you are in. rad 

Mr. Hempuiti. I am a lawyer by training. I am also interested 
in several businesses and I am also a Congressman. But the thing 
that concerns me, and with which I am seriously concerned 

Mr. Norton. I am, too. 

Mr. Hempnuiiy (continuing). Down in the area I am familiar with, 
I remember a Buick dealer was selling cars for $50 over the whole- 
sale price. What effect does that have on the service guarantee that 
the man would get with the Buick ? 

Mr. Norton. Let’s see now; I don’t believe I made myself clear, 
but here is what happened. 

The factory knows that a number of their cars are going to be 
sold by dealers who do not respect their service obligation to the 
customer, and the factory, realizing that the customer must be taken 
care of someplace along the line, or either the good name of the prod- 
uct that the manufacturer makes will be destroyed, they say, “OK, 
we will fix it to where for the first 4,000 miles or 90 days, if anything 
happens to that car, you can take it to any Buick dealer”—and we 
are using Buick again now—*and take it in, regardless of where you 
bought it, that Buick dealer will fix it and he will send the bill to the 
factory and we will pay it.” 

Now, Mr. Hemphill, don’t you know that the factories, when they 
get everything ready and determine their price, don’t you know that 
they put something in the price of their car to take care of that? 

Mr, Hempuiti. Yes, I understand that part of your testimony. 

Mr. Norton. So it raises the price of the car to the customer. 

Mr. Hempnity. I am thinking about a situation where the man 
buys from the bootlegger, which I believe it has been so described, 
ech I don’t go that far but say the man buys from the boot- 
legger he gets the same automobile he wants for $200 less; what 
obligation is there on the Congress to say to the customer or the con- 
sumer, “You should not have that right”? That is what bothers me. 

Mr. Norton. There is not any obligation on the part of Congress 
at all, except to remove any prohibition of law, if are be any, that 
will permit the manufacturer to correct or to clean up their own house, 
and they say they can’t clean up their own house now on account of 
various antitrust acts. 

Mr. Hempniiti. You just made the statement—and I hope I am not 
taking it out of context—“if there be any prohibition.” 

Mr, Norton. Yes. 

Mr. Hempnit. Do you have any serious doubts that the Sherman 
Antitrust Act in its present form, as amended, would prohibit just this 
sort of thing? 
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Mr. Norton. I just gave you two or three illustrations, Mr. Hemp- 
hill. 

Mr. Hempuii. I say, if the industry wanted to clean up what you 
say it needs to clean up, is this legislation necessary to give it that 
authority ¢ 

Mr. Norron. The only reason I would say it is necessary is becaugg 
the Justice Department have threatened, two or three times, the mann. 
facturers, with an implied threat along some line, that if the manu- 
facturer did this, the Justice Department sald thi at they would prose. 
cute them or they implied that they would prosecute them, or 
something like that. 

But me, personally, as a layman, and as a dealer, and being reason- 
ably familiar with the business, I say this again to you: 

That if there are any antitrust laws that will prohibit them from 
doing this very same thing that we asked you to pass this bill for, that 
many factories today are violating the s ame—they are doing the same 
thing that this bill will permit them to do with freedom, and I have 
referred to the parts. 

Isn’t it reasonable to presume that if they can say, “We will give 
you a rebate if you sell one dealer a part, > but here is another dealer 
exactly the same height and the same breadth and in the same size 
town, but you can’t get anything if you sell him? 

Wouldn't you say that they are giving bonuses now indiscrimi- 

nately to one dealer and not giving them to another 

Mr. Hempute. I would say that the consumer is getting hurt some 
where along the line because ‘the consumer ought to get the benefit of 
the bonus, if anybody does. 

Mr. Norton. And the consumer will get the benefit of this bonus. 

Mr. Hempuity. But would he get the benefit of a $200 differential? 

Say you sold a man in the next territory an automobile for $200 
less than your competitor in that territory. Wouldn’t the man buying 
the car get the benefit of that / 

Mr. Norton. The only way that I can answer that question is this, 
and I never did refer to people who were not authorized as bootleggers. 

They are free, American-born citizens just like I am. But let's 
call them unauthorized dealers. That is a better name. But let’s say 
that an unauthorized dealer who is not required to provide any service, 
carry any parts or anything else, let’s say that he does sell a man an 
automobile. I don’t know whether they ever save $200 or not. They 
usually save about $50. 

But he can sell ‘that car for $50 less and make more money on it 
than the authorized dealer because he assumes no responsibility for 
after service of that automobile. 

Let me just say this to you. A 1953 Buick is 7 years old. <A ringer 
for a 1953, and I take that because I sell Buick, you probably wouldn't 
have a call for them once a year, but if your wife is driving a 1953 
Buick and drives in down here at Richmond, Va., and it falls ‘out, and 
if you go in there and if that dealer doesn’t have it, you have really 
been inconvenienced. 

And if you don’t allow, if somebody along the line doesn’t come 
along and let these dealers who desire to be substantial—and believe 
it or not, we still have some people 1 in this business that want to retain 

their self-respect—if you don’t permit them to make a sufficient return 
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upon their investment to where they can carry these parts like I am 
telling you now, and have this special machinery that it takes to work 
on these automobiles, the first thing you know, the traveling public 
will begin to believe that they are getting good service now, compared 
with what they are going to get in 2 or 3 years from now. 

I want to say this to you: 

In reading this dialog here, I wonder if anybody caught it or not, 
put these dealers that are being exterminated are not from Washing- 
ton or Philadelphia or Oklahoma City or Chicago or from Detroit, 
Mr. Dingell. They are from Podunk, water-tank towns, 30, 40, and 
50 miles out in the country. 

I want to just tell you right now that the people out in the country— 
and I am not running for office—they are entitled to the use of an 
automobile just the same as somebody that lives in the big town. It 
has always been the policy of this Congress, as long as I have studied 
your policies, you have always tried to look after the little man. 

Mr. Hempuiuyi. That is who I am talking for right now. 

Mr. Norton. And that is who I am talking for right now. 

I am talking about the little fellow, not only the little dealer, but 
the little consumer. 

Let me show you what happens. Sure, eliminate all the dealers. 
That is all right, there are only 32,000 or 33,000 of us left and most of 
us ought to quit anyway. Don’t worry about us, but let me show you 
what you do. 

Whenever you eliminate a dealer—let’s just take a Studebaker. 
When you eliminate a Studebaker dealer in a town of 10,000, and 
there are lots of them that have been eliminated, and I can use some 
other illustration, I am not jumping on Studebaker, I can use Buick 
or anybody else, but let’s just take that. 

When you eliminate a dealer in a town of 10,000 that has been there 
for 10 vears, in order to stay, he has sold 500 or 600 Studebaker auto- 
mobiles. 

Now, just the minute that you eliminate him and the people who 
own those cars do not. have access to parts and service, their cars be- 
come orphans. Nobody wants them. The resale value on them drops 
terrifically. It is unbelievable what would happen. 

The used-car buyers, the people that buy used ears, they are more 
particular than people that buy new cars, and I will tell you why. 

The average used-car buyer just buys a used car for one reason 
only, most of them. They don’t have enough money to buy a new 
automobile. 

Mr. Hemrnity. Let me interrupt you right there. 

I am taking too much time on this one thing which also concerns 
me about your testimony. You speak of “authorized” and “unau- 
thorized.” 

Mr, Norton. Yes. 

Mr. Hemruiy. Why can’t the automobile industry, if this is a 
problem, why can’t the automobile industry insist on everybody being 
authorized that the manufacturer sells to? 

Mr. Norton. Well, because the Justice Department and the Federal 
Trade Commission and other Government agencies that are supposed 
to see that competition is unrestrained and is free, they say that it 
would be a violation of these laws if you would prohibit an unauthor- 
ized man from obtaining a new vehicle. 
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They get it—everybody knows where they get it. They buy it from 

some dealer, some authorized dealer. They buy it from one of my 
colleagues in the busines, you see. That is where they get those cars, 

Those dealers, they don’t go to the manufacturer and get the cars, 

The manufacturers only sell these cars to dealers. 

And why do they only sell them to dealers / 

Well, that is the easiest thing for them to do: sell them to author. 
ized dealers. They have got the dealer’s credit, the finance companies 
have got powers of attorneys that they sign, and whenever they load 
them on the conveyor, the freight car, at the point of origin where 
they manufacture them, they draw a draft on the dealer that day and 
get their money. 

So why would they want to mess around with a bunch of hot cheeks 
and notes and mortgages when they can sell them to the dealers? §o 
they only sell them to authorized dealers. 

Mr. Hempuiti. You are a stanch advocate of your cause and I 
compliment you on your testimony. 

Mr. Norron. Thank you. 

Mr. Hemputmy. Thank you, Mr. Chairman. 

Mr. Mack. Mr. Jarman, do you have any questions? 

Mr. Jarman. Mr. Chairman, I had one that I would like Mr. Nor- 
ton to clarify. 

I have in my files a letter dated June 10, 1960, from Mr. John F, 
Gordon, the president of General Motors Corp., and addressed to 
General Motors distributors and dealers over the country. 

In the letter Mr. Gordon sets out General Motors’ policy and its 
opposition to the legislation being considered. They have gone so 
far as to say in this letter that they would not avail themselves of the 
benefits of the legislation, in the event it is passed. 

If that is so, Mr. Norton, why should we in the Congress bother to 
pass what appears to be legislation that would not be used by manu- 
facturers ¢ 

Mr. Norton. I think, Mr. Jarman, I previously answered that 
question, but I will answer it again. 

The only reason that you should do it, and the reason that it must 
be done, is because it will remove the alibi that the manufacturers 
have now or say they have now about cleaning up a bad merchandis- 
ing situation. 

They say that they cannot control the way that these automobiles 
are being distributed on account of various antitrust laws. 

Now, if you remove any prohibition that there might be, you see, 
then when they come into a community where it is disturbed and where 
they are having a lot of trouble and they say, “We can’t do anything 
about it,” they say, “Oh, yes, you can do it if you want to,” because this 
makes it possible. 

Mr. Jarman. Now, let me ask one followup question. 

Just as a practical proposition, notwithstanding the fact that Gen- 
eral Motors has indicated that it will not use it even if enacted into 
law, from a practical point of view, if this bill is enacted into law and 
the other manufacturers use it, in your opinion, would General Mo- 
tors use it? 

Mr. Norton. I would say this, that I believe if some other manu- 
facturer would adopt this system, that they would attract to their 
particular line of automobile that they produce the very best and 
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most substantial merchants in each respective community. I think 
that the preponderance of that, therefore, would necessarily make 
the other manufacturers from a competitive standpoint do something, 
you see, to make it profitable as well as respectable, and I don’t want 
to drop that point. I don’t want this Congress to ever forget that 
the dealers are losing their respectability the way they have to do 
business. I think that the other manufacturers would necessarily 
have to come in and make some provision in their contracts that would 
reward a man for, we will say, to go back to an armed services term, 
for duty above that required and so forth and so on. 

My counsel has reminded me that we have asked for years for the 
manufacturer to come up and say, “All right, now, what can we do, if 
the laws prohibit you from doing this, what can you do?” 

And I will say this to be perfectly fair, and I think—let’s say that 
General Motors proposes that we go back to the told type of territorial 
security where if you sold a car outside of your territory into the ter- 
ritory of another dealer that you had to pay that dealer, which meant 
a drone could get paid. A drone could make a living. We want to 
fix it where a man will have to work in order to get any money and 
the man that does not sell the car and provide the services gets noth- 
ing. 

Mr. JarMAN. Thank you very much. 

Mr. Mack. I have just a couple of questions. 

I would like to insert at this point in the record a letter received 
from the Illinois Automotive Trade Association. In the body of the 
letter, Mr. Sander, the executive vice president indicated that the ma- 


jority of the members of the Illinois Automotive Trade Association 
favor the bill. 

Mr. Norton. That is right. 

(The letter referred to is as follows :) 


AUTOMOTIVE TRADE ASSOCIATION, 
Springfield, Ill., June 17, 1960. 
Hon. Peter F. Mack, 
House Office Building, 
Washington, D.C. 

DeaR PETER: AS you were kind enough to advise me by letter last week, H.R. 
10201 is being heard before your Commerce and Finance Subcommittee this 
Monday and Tuesday, June 20-21. As you are well aware, this is the companion 
bill to S. 2151, the Monroney territory bonus bill which is of vital interest to 
the franchised dealers of Illinois. As a result of rather recent polls by both 
NADA and IATA, the majority of Illinois dealers favor this type of permissive 
legislation. 

At this late stage of congressional proceeding, it is vital that the bill be re- 
ported out of your subcommittee as soon as possible for favorable consideration 
by the House Interstate and Foreign Commerce Committee. I would appreciate 
having you do all you can to accomplish this. 

With every best wish and kindest personal regards, I remain, 

Cordially yours, 
LEs SANDER, Pvecutive Vice President. 


_ Mr. Mack. I do want you to comment on this matter because I am 
interested so that our record will properly reflect the facts. 

Mr. Norton. You want me to comment on the letter ? 

Mr. Mack. I am interested in knowing what type of a survey has 

n made and how many dealers favor it and how many dealers op- 
pose it, what percentage. I am particularly interested because I am 
well acquainted with many of them in Illinois, 





34 AUTOMOBILE DEALERS TERRITORIAL SECURITY 


I have noticed that quite a few of them have expressed opposition, 
I would also be interested in knowing about the type of operation of 
the various dealers that either favor or oppose the bill. 

Mr. Norton. I think that we have those statistics. But referrin 
specifically now to the dealers in Illinois, our survey shows that it 
was 69 yesand 31 no. That isthe percentage. 

Mr. Mack. Is that the Illinois poll ? 

Mr. Norton. That is the Illinois poll; 69 percent said that they 
would favor some form of an area bonus or service responsibility 
clause in the contract, and 31 percent of them said no. 

Mr. Mack. Now, do you have here for the small dealers the differ. 
ent classifications ? 

Mr. Norton. I believe, Mr. Chairman, that this survey here is all- 
inclusive, even to the type of dealers. 

Mr. Mack. I want the record to show 
reply ? 

Mr. Norton. Thank you, Mr. Chairman. 

Mr. Mack. Was the Illinois survey for members of the Illinois 
Dealers Association ? 

Mr. Kirxs. No, Mr. Chairman. The survey was conducted of 
members of the national association. 

Mr. Mack. Of the national ? 

Mr. Kirxs. Our association is a direct membership association, and 
the survey was conducted of our own members, not those that are 
members of State or other associations, who are not members of the 
national association. The report which we are submitting to the 
committee, it is a 30-some-page report of the survey, is broken down 
in many different types. 

Mr. Mack. Is that a part of your statement? 

Mr. Norton. Yes, sir. 

Mr. Kir«s. We think in response to Mr. Dingell’s inquiry we in- 
dicated we would be happy to submit this. 

Mr. Mack. That will be submitted for the record ? 

Mr. Kir«s. Yes, sir; that is correct. 

Mr. Mack. That will be included in the record. 

(The document referred to is as follows :) 
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Tue Pott or NATIONAL AUTOMOBILE DEALERS ASSOCIATION MEMBERSHIP ON 
PERMISSIVE LEGISLATION RELATING TO THE TERRITORIAL SECURITY ISSUE 


ALDERSON ASSOCIATES, INC., 
Philadelphia, Pa., April 1959. 
Mr. H. L. GALLgs, JR., 
President, National Automobile Dealers Association, 
Washington, D.C. 

Dear Mr. GALLES: I am pleased to transmit to you the accompanying detailed 
report of results of the poll of National Automobile Dealers Association mem- 
bership on permissive legislation relating to the so-called protective territory 
issue. 

The wording of the questionnaire or ballot was in our opinion neutral and 
such as to lead to an unbiased response. We mailed ballots uniformly to all 
National Automobile Dealers Association members on what we understand to 
be the complete membership list, as provided to us by your organization. We 
telephoned a sample of those dealers who had failed to respond within 16 
calendar days after completion of mailing. Selection of the sample for this 
purpose was on a completely impartial and objective basis, with each non- 
respondent dealer being given an equal probability of inclusion in the sample. 
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Tabulation of results has been performed under the strictest standards, with 
exhaustive checking such as to produce the highest degree of numerical accu- 
racy humanly possible. All National Automobile Dealers Association member 
dealers responding during the period before commencement of final tabulations 
are included in the results shown in this report, with no exceptions whatsoever. 

We shall of course be glad to explain and demonstrate all procedures in full 
detail to any persons whom your organization may authorize—subject, however, 
to our express commitment not to reveal individual responses in the poll to 
anyone outside our own firm. 

It has been a pleasure to be of service to your organization in the conduct 
of this project. 

Very sincerely yours, 
WroeE ALDERSON, President. 


SUMMARY OF FINDINGS 


For convenient reference, outstanding results of the poll of National Auto- 
mobile Dealers Association members are briefly set forth here. Further detail 
is of course available in the accompanying tables. Many hypotheses will un- 
doubtedly occur to the informed reader in possible explanation of the various 
differences in attitude among different groups of dealers. We have in general 
avoided discussion of such hypotheses, since it is our purpose merely to present 
objective findings of fact in connection with this poll, maintaining our policy 
of complete objectivity with reference to the questions at issue here. 


General outcome (summary table) 

A majority of 59.2 percent of National Automobile Dealers Association mem- 
per dealers express themselves in favor of the permissive legislation described 
in question 8 of the ballot. Members voting against such legislation make up 
2.4 percent of the group. An appreciable minority of 10.2 percent remain 
undecided. Only a very small minority (3.7 percent) express themselves as 
indifferent to the issue. An additional half of 1 percent failed to answer the 
question, although returning the ballot, or else designated two or more con- 
flicting answers. Figures are in part based on a probability sample of non- 
respondents, interviewed by telephone. The evidence of computed sampling 
variability makes it for all practical purposes conclusive that the percentages 
given differ by less than 2 percentage points from what would have been ob- 
tained through telephoning all nonrespondent dealers. 


Attitude as related to year when first franchised (table 1) 


Those NADA member dealers who first became franchised new-car dealers 
in 1949 or before are somewhat more favorable to the permissive legislation at 
issue than are the more recently franchised dealers. Among the four groups by 
date of franchise, those NADA members who were first franchised in the years 
1950 to 1954, inclusive, are the least favorable group—although the favorable 
proportion in this group does amount to a majority of 52.8 percent. NADA 
members franchised in 1955 or since are somewhat more favorable than the group 
just cited (57.8 percent), although somewhat less so than the older groups fran- 
chised in 1949 or earlier. 


Attitude by dealership sales volume (tables 2, 2a) 


When classified according to annual average sales volume of new cars and 
trucks during 1956 through 1958, it emerges that favorability to the permissive 
legislation at issue is relatively low among both the lowest-volume group and 
the highest-volume group of NADA members (57.5 and 55.8 percent in favor, re- 
spectively)—-with a higher degree of favorability among dealers in the inter- 
mediate range of sales volume. Plausible hypotheses in explanation of this 
result will readily occur. The proportion of NADA members reporting them- 
selves “undecided” is relatively high among the lowest volume group. It should 
be borne in mind that notwithstanding the differences in degree, a majority re- 
ports itself in favor of the legislation for each sales-volume group shown here. 

Table 2a shows what proportion of total sales volume (in numbers of units, 
new cars and trucks) is represented by dealers holding each point of view on 
permissive legislation. The percentages by sales volume are not appreciably dif- 
ferent from the percentages by numbers of dealers. This is partly because (@) 
there is not an extremely sharp cleavage on the issue as among dealers in dif- 
ferent brackets by sales volume and partly because (b) the dealers in the very 
lowest sales volume groups tend to be below average in their favorability to per- 
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missive legislation as well as the dealers in the very highest brackets, and there 
is thus some offsetting effect when the figures are cast into terms of aggregat, 
sales volume represented. ‘Table 2a was derived by adding together the numbers 
of new cars and trucks sold (annual average, 1956-58) as reported by dealers 
holding each point of view with reference to the permissive legislation, 
total sales volume (in numbers of units) represented by dealers voting “for 
was then percentaged to the grand total of sales for all dealers reporting gale 
volume, similarly for dealers voting “against,” and so on. 


Attitude by principal make sold (table 3) 


Significant differences in attitude occur among dealers in different makes 
It is of interest to enumerate those makes in which attitude toward the pep. 
missive legislation departs by more than 5 percentage points from the overgl 
proportion of 59.2 percent in favor. In doing this, however, it is advisable not 
to include those makes which were cited as the principal make by only a fey 
respondent dealers, since the proportion may be subject to a wide range of varig. 
bility because of the small sample in such cases. Attention is called to the fact 
that some makes are usually or always dualed with larger selling makes in the 
same dealerships and hence are rarely the principal make of any dealership, 

Unusually high degrees of favorability to the permissive legislation are re 
ported by dealers whose principal makes are Cadillac, Dodge, Buick, and Pop. 
tiac. A relatively low degree of favor (although still a majority) is reported 
by dealers in Ford, Plymouth, and Volkswagen. Mercury and Edsel dealers are 
also in the relatively low range of favorability. Other makes are not appreciably 
different from the average attitude or else were reported as principal make by 
relatively few dealers responding. 

Attitudes do not appear to be closely similar for makes in the same price 
classes. The degree of favorability toward permissive legislation is significantly 
higher for NADA member Chevrolet dealers than for Ford, for example; signif- 
eantly higher for Dodge than for Edsel; and significantly higher for Buick than 
for Mercury. However, there is some tendency for dealers in low-priced makes 
to be less favorable to the legislation than dealers in higher priced makes of 
the same manufacturer. 

A more consistent cleavage in viewpoint seems to be related to the mani 
facturer, although this is not entirely consistent. Attitudes among NADA men- 
bers dealing in General Motors makes are generally above average in degree of 
favorability toward the legislation. NADA members dealing in Ford Motor (Co, 
makes are generally below average in favorability to the legislation. Chrysler 
Corp. makes are also generally lower than average in favorability with the in- 
portant exception of dealers whose principal make is Dodge. For other American 
manufacturers, viewpoints of NADA member dealers do not depart appreciably 
from the average, or else there are too few respondents to warrant con 
clusions. 
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Attitude by number of competing dealers in areas (table 4) 


Here again, a majority reports itself in favor of the permissive legislation at 
issue for each group. The proportion favoring permissive legislation is about the 
same where there is just one other same-make dealer in the respondent’s sales 
area as where there is none. However, there is a moderate trend toward greater 
opposition to the legislation when there is a larger number of same-make con- 
peting dealers in the respondent dealer’s own sales area. Another way of ex 
pressing this is to say that to the extent that dealers consider themselves to be 
in competition with other dealers in their principal make within their own sales 
area or zone of influence, the degree of favor toward the permissive legislation 
at issue tends to be somewhat lower the more same-make dealers there are within 
what the respondent dealer regards as his sales area. These findings are related 
to and consistent with the moderate variations in attitude noted as among 
dealers in single-point, multiple-point, and metropolitan classifications. 


Attitude by number of makes franchised (tables 5 and 5a) 

The proportion favoring the permissive legislation is somewhat higher among 
NADA members selling two makes than among those handling only one make. 
With still higher numbers of makes, however, the degree of favorability toward 
the legislation in question declines gradually, and rather sharply for dealers 
franchised to sell five or more makes. 
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on Table 5a presents results in terms of the total number of franchises repre- 
Dery sented by dealers holding each point of view with reference to permissive legis- 
lerg jation. The resulting percentages are not appreciably different from the per- 
The centages by numbers of dealers. This is because attitudes toward the legislation 
‘or” do not differ extremely among dealers holding different numbers of franchises, 
Ales except that the favorable proportion does fall off appreciably among dealers with 
yery large numbers of franchises. Such dealers as are franchised to sell many 
makes are so few in number that the effect on table 5a is minor. The table was 
constructed by merely adding up the total numbers of franchised makes which 
kes, all dealers voting “for” permissive legislation represented and percentaging this 
per. gum to the grand total of franchises reported by all dealers ; similarly handling 
Tall numbers of makes reported by dealers voting ‘‘against,” and so on. 
- Attitude by type of dealership location (table 6) 


Sharp differences in attitude appear among NADA members in different types 


oe of location by city size or central versus suburban location. The highest degree 
the of favorability toward the legislation in question is found among dealers in 
ip. cities of from 20,000 to 100,000 population. Somewhat lower than in these cities 
re put higher than average, are the proportions favoring permissive legislation 
-On- within the city limits of cities of 100,000 to 500,000 population. About the aver- 
‘ted age level of favor is found among NADA members in the suburbs and in the 
are | outlying area of cities of over 500,000 and also in small towns of 5,000 to 20,000 
bly population. ws ; 
» by The lowest levels of favorability by type of dealer location are found in three 
quite diverse categories: NADA members in the main business district of the 
rice largest cities (over 500,000 population), in the suburban areas of medium-size 
atly cities (100,000 to 500,000), and in the smallest towns (communities under 5,000). 
nifi- In all of these three classes, the proportion favoring the legislation was less 
han than 50 percent. 
‘kes Insofar as we may generalize on this one factor of dealership location by 
s of itself, it appears that the lowest degree of favor toward permissive legislation is 
to be found under the following circumstances: 
nu (a) Where the relative isolation of a dealer or absence of same-make 
em- competition within a market gives a dealer in effect an already existing pro- 
> of tected territory (as in the smallest independent communities). 
Co. (b) Where extent of competition within the sales area in relation to the 
sler size of the residential market within this area provides unusual incentives 
im- to the dealer to look for business beyond the boundaries of factory-assigned 
can areas of responsibility (as in the central districts of largest cities and on 
bly the suburban periphery of medium-sized cities, where the density of pop- 
‘On: ulation may not in itself be regarded as providing an adequate market as it 


may more frequently be in the populous suburbs of largest cities). 
It must be emphasized that such tentative generalizations refer to tendencies 
and that there will be numerous exceptions inasmuch as for no major grouping 


1at_ | of NADA members does the attitude toward the legislation at issue approach 

the | manimity on either side of the question. 

ules | It is also of some possible significance that among those groups showing rela- 

iter tively high oposition to permissive legislation, the proportion which is undecided 

> is also relatively high. 

» be Attitude by single-point, multiple-point, or metropolitan classification (table 7) 

ales There are no sharp differences in attitudes on the basis of this classification, 

tion and the majority vote is for permissive legislation in each group. However, 

hin multiple-point dealers as a group yield a somewhat stronger vote in favor than 
ited do single-point dealers on the one hand and metropolitan dealers on the other. : 
ong This corresponds to the result observable in table 6, in which strongest favor ; 


was shown by dealers in the middle range of city-size brackets, with a substan- 
tially less favorable reading being obtained both in the largest cities and in the 
very Smallest towns or rural locations. Although the correspondence is some- ; 


. what rough, the multiple-point classification is characteristic of medium-sized 
a urban areas, single-point dealers would be mainly in smaller separate commu- 
ers nities, and metropolitan dealers in the larger metropolitan areas. 


Attitude by State (table 8) 
Considerable differences appear in attitude toward permissive legislation by 
State. There are no obvious generalizations to account for such differences, and 
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in all probability a variety of factors would have to be taken into consideration 
in explaining these State-to-State variations. One such factor would presumably 
be the extent to which communities of various size groups characterize the 
State’s population of NADA member dealers, but this is only one factor among 
many which may affect dealer attitudes on the question at issue. 

States in which the proportion of NADA members favoring permissive legisla. 
tion is unusually high (more than 5 percentage points above the general ma. 
jority of 59.2 percent) are, in alphabetical order, Alabama, Connecticut, Idaho, 
Iowa, Kentucky, Louisiana, New Mexico, North Dakota, Oklahoma, Vermont, 
Washington (State), West Virginia, and Wyoming. 

States in which the proportion favorable to permissive legislation is unusually 
low (more than 5 percentage points below the general 59.2 percent majority) 
are, in alphabetical order, Arizona, District of Columbia, Minnesota, Mississippi, 
Nevada, Tennessee, Texas, and Wisconsin. 

In the States not mentioned in the preceding two paragraphs, the proportion 
favoring permissive legislation is not sharply enough different from the genera} 
average to warrant a firm conclusion that NADA member dealers’ attitudes jn 
such States differ appreciably, in either direction, from the general majority 
characterizing the NADA membership as a whole. In each State except the 
eight names in the preceding paragraph, the majority is high enough to warrant 
a strong presumption that the proportion of all NADA member dealers in that 
State who are in favor of permissive legislation is at least 50 percent. 
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INTERPRETATION OF TABLES 


“Undetermined” and “viewpoint indeterminate’.—Some of the ballots omitted 
answers to certain questions. In fact, a few entirely blank ballots were received 
from respondent dealers. In other instances, two or more conflicting answers 
were given by the respondent to some questions. In accordance with our policy 
of including all responses received, without exception, during the period before 
final tabulation commenced, we counted ballots in the “undetermined” or “view- 
point indeterminate” categories for all questions for which answers were missing 
or where conflicting answers were given. It will be noted, from the numbers or 
percentages appearing in these classifications on the tables, that the missing or 
conflicting answers made up a generally negligible proportion of the total. 

Sampling variability—Since the tabulated percentages are in part based on 
a telephone sampling of NADA members who had not responded by mail, they 
are subject to some variation from the result which would be obtained if all non- 
respondent dealers had been contacted. Inasmuch as a probability sample was 
by telephone, we can compute the range of sampling variability to be expected. 
For percentages based on the entire group of mailed and telephone responses, 
we may for all practical purposes conclude (odds of over 99 to 1) that the differ- 
ence from the percentages which would have been derived if all nonrespondent 
dealers had been contacted by telephone is less than 2 percentage points. 

For percentages based on various subgroups, an estimate of sampling vari- 
ability can be separately computed in each case, depending principally on the 
number and proportion of responses represented by telephone interviews. Asa 
general guide, it may be said that it is highly probable that, for groupings num- 
bering 2,500 or more dealers, the percentages obtainable by a telephoning of all 
nonrespondents would differ by less than 3 percentage points from those tabu- 
lated here; for 600 to 2,400, 5 percentage points: for 150 to over 500, 7 to 10 per- 
centage points. For groups of substantially fewer than 150 dealers, the per- 
centages may be subject to more considerable variability than 10 percentage 
points and should be used with caution. 

Combination of categories.—Categories appearing on these tables should not 
be combined and percentaged without separate attention to the telephone inter- 
views represented by the responses in question. Alderson Associates, Inc., will 
provide data for groupings of dealers not shown on these tables upon proper 
authorization by NADA. Further details on procedures are also available in 
the appendix to this report. 


NADA MEMBER DEALERS: ATTITUDE TOWARD PERMISSIVE LEGISLATION 


Question : Are you for, or are you against, the following permissive legislation: 
Legislation which would permit an automobile manufacturer (if he and his 
dealers so desire) to include a standard provision in his franchise agreements 
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which would increase the dealer’s incentive to concentrate his sales and service 
efforts in his factory-assigned area of responsibility? 


Summary table 
Number or 
percent of 
NADA member 





Attitude dealers 
Namber of dealers responding by mail__......___-._.._-.___________ 10, 050 
Sample of nonrespondents interviewed by telephone___________________ 1, 001 

main GUINOR TA oo on a mn nnn ns nn nl eds = os 11, 051 
Percmt of dealers..__._......-~..........~~~~.~~~.-........-...-....- 100. 0 

tinea linen aan oan aaa an aineasa Sawn cess 59. 2 
RGR Se Sas Sie awa et i ee eae 26. 4 
Indifferent__.---~-------.--------~-..--~-~---.---.-...--......-. 3.7 
0 dn metnsen ght ere sincere ns ese arches erate geeenenimanhclesieadiiepetianiaiell 10. 2 
In: MOUNTS NO” anti wnnh ds ce ssikieibnih ah wens ceeiasiniaaiiansiiiaaaeneaanniae 5 


1Pealers who failed to check any answer to this question, or who checked 2 or more 
conflicting answers. 

Sampling variability—The above figures are based in part on a telephone 
sampling of nonrespondents. Since this was a strict probability sample the 
range can be computed within which the sample may differ from the entire group. 
For all practical purposes we may conclude that the above percentages differ 
by less than 2 percentage points from results which would have been obtained 
through telephoning of all nonrespondents. 

Question : When did you first become a franchised new-car dealer? 


TABLE 1.—By year first franchised 











ie m ciiaailaiteni ctl 
Total Percent 
Year | | } | | | View- 
| Num- /|Percent; For jAgainst} Indif- Unde- | point 
ber | | ferent | cided |indeter- 
| | minate 
_ — — | — Sill —— 
| | } | | 
Total number of dealers..............-.; 11,051 |} 100.0 | 59.2] 26.4] 3,7 | ..10:2,] 0.5 
SS ae ------| 1,179] 100.0] 57.6] 25.5! 62] 10.4 a 
1950 to 1954......._--- whe dade ---| 1,525 | 100.0} 52.7| 29.6] 4.3 13.2 2 
lid Bde kami othe nsiecernid « 2,121 | 100.0} 61.8}| 26.2 | 3.0 8.5 .5 
1944 or before_......-.-._-- Ta 60.3 25.8) 3.3 10.0 | 6 
Undetermined. -..-...----.- chk annidechisl yaaa 72 100.0 | 45.9 | 20.8 | 14) 13.9] 18.1 
| | | 


Question : What is the total number of new cars and new trucks which you sold 
during each of the calendar years 1956, 1957, and 1958? 


TABLE 2.—By volume of sales 

















| | 
| Total | Percent— 
fal 
Average annual sales volume, | View- 
1956 to 1958, inclusive Num.- | Perce nt| For |Against} Indif- | Unde- | point 
ber | ferent | cided | indeter- 
minate 
— S eeeeecunenenn A Seer SEE ee 
saa 4 | 
Total number of dealers._..........-- -| 11,051 | 100.0 59. 2 26. 4 3.7 10.2 | 0.5 
| -|— a eA 
ite de sc caueccaweenwcact GON ‘100.0 )| 57.6} 27.2 3.5 11.3 4 
a (tamedicmagh ee 100.0 | 63.0 | 24. 2 3.6 9.0 | om 
380 to 749... Pilibtdicihbaktnbiseccwnsdwasnscannccl, Oe) Jee eee 24. 2 | 4.7 | 6.9 | a 
ia ictnin isaac ni dca at sno | 100.0 | oe 30.7) 39) 7.9} 1.7 
aN aida Sara inc besides cis Nia dic 22 100.0 37 29.3 | 6.8 | 13.9 | 12.6 
| 


| | 


| | 
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TABLE 2a,—According to share of aggregate sales volume * 





$$ 


Share of ag. 
gregate sales 








Attitude volume rep. 
resented (in 

percent) 
Percent of aggregate sales volume represented. .......-....--.-..----.--------.------- 100.0 
Te ea rel pesiegusicgucennewstoudes a 
DRT Miratissbiencsbeseséc~<assns= RUE ent camibeshcembratocrhutdetns$ os=bnibabanad 18 
SES Sa States So icn nae tScascuceee osasee Seek. Leal eee eenesnen sorekaeas -----| 3.9 
Undecided________ i eae sel atl a Dn sd atheists nip Sella tenia areal bhi nit Ceca tnlsetaliel ioe 8.7 
I a a lashewinlonionia cel aceseioen nen’ 6 





1 This table was computed on the basis of a detailed classification of dealers by average annual volume 
of sales (1956-58), from the answers to question 2, before the consolidation of responses into sales-volume 
brackets shown in table 2 preceding. ‘The table is to be read as follows: ‘NADA member dealers who 
voted for permissive legislation represent 59.3 percent of the total sales volume (in numbers of units),” ete, 


Question: What is your principal make; that is, in what one make did you gel] 
the largest number of new cars in the calendar year 1958? 


TABLE 3.—By principal make of car sold 


























| Total | Percent— 
i . andl ——_——-. 
Principal make sold ! | View- 
Num- }Percent; For |Against| Indif- | Unde-| point 
ber | ferent | cided | indeter- 
| | | minate 
Re a a eid cite 
Total number of dealers........--.--- .-| 11,051 100.0 59.2 | 26.4 3.7 10.2 0.5 
i ea 925 100.0 66.0 a3..7}4 4.4 10.6 1.3 
PR Ree RENNER Stemi caution 146 | 100.0 84.1 10.2 | 1.6 4.1 0 
NG inlaid ni isthdatasnaieaietiaiaen niiiealamanneecibacs 2, 701 100.0 62.0 26.2 3.5 7.9 4 
ET Rehab dc cntebd kant nedneadinnncdee 54 100.0 60.1 30.1 7.5 $F 6 
eS inemeaiakcimenneil 27 100.0 32.8 44.8 0 20.9 1.5 
Ee La ay Ge ae 442 100.0 68.0 20.2 2.8 7.9 Ll 
eS 4 SLRS er ares 57 100.0 55.4] 22.6] 18.3 3.7 0 
ee ee ei Saeebeanecbennoeee 7 100.0 59.3 | 0 0 40.7 0 
ek ae renee’ 2, 286 100.0 50.2 33.3 | 3.3 12.8 4 
sii Ric curinbanocnaninnns en ccetants 0 100.0 0 0 0 0 0 
Lincoln (and Continental) -...........-.------ 5 100.0 8.0 48.0 0 14.0 0 
Mercury........... vnndpebonnammemtdbess a 333 100.0 55.1 27.5 2.7 14.5 2 
iat dt minim abate ii ail ital k ai 16 100.0 47.8 26.1} 23.9 2.2 0 
nell 805 100.0 61.7 24.3 3.5 10.4 Jl 
CS elo 1a ncmbeinnacwdckanenest 7 100.0 76.4 11.8 | 5.9 5.9 0 
TE 2616 onddbbeees cadadudaance ben (kee 100.0 53.4 30.7 3.8] 11.9 2 
POND. cnasucau Cab eeE adam ntae Hanne oaee 838 | 100.0 67.6 21.0 | 2.6 8.4 4 
ei ae ae onlin hems beanie ---| 343 100.0 56. 6 32.0 4.5 6.8 l 
| EL pS L dda ald tite Seb lgiie tee t 17 100.0 49.3 46.8 1.3 2.6 0 
SUMMODAROL. 0222-2222 - 202-02 cane sn ands } 289 | 100.0 61.8 19.6 7.0; M1 5 
Veumweeee... ..2<.<.-..s.-- siesta atthe ns ann 52 100.0 53.5] 15.2 at eee 8 
na sis susiniiisamdh es atieinmuanindetda nian 218 100.0 64.7 17.0 3.4 | 12.3 2.6 
Undetermined... ............- voonctebwnteoed. 36) 100.0} 41.7 19.4} 0 5.6 33.3 





1 It must be emphasized that the principal make is the basis for this tabulation. Some makes of cars are 
commonly dualled with others, such that they rarely constitute the principal sales volume of the dealership. 
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Question : In the area which you regard as your primary sales area or zone of 
influence, how many other dealers are there in your principal make? 


TABLE 4.—By number of competitors in dealer’s principal make 


CC t—<CS~sti‘i‘™S™S™SCSCC ee ee 
Total Percent— 


| 


Number of other dealers in | o | 7 
principal make, in area | View- 


























| Num- |Percent| For |Against) Indif- | Unde-| point 
| ber | ferent | cided |indeter- 
minate 
et : 
Total number of dealers responding. .. | 11, 051 | 100. 0 59.2 | 26. 4 3.7 10.2 0.5 
Pe ates mat} - aw a ~~ 
sil taentinaahaicaamrnsincgniniapensnenel ae 100. 0 59.9 24.8 3.7 11.2 4 
— 3,856 | 100.0] 60.1] 271] 34] 9.0 4 
at : | 1,124} 100.0] 55.5 | 29.4 4.9 9.9 3 
Si Ne ai ctnendinnentnipaiaicn awed 356 109. 0 51.0 33.0 3.8 10.1 $3 
Sluuied........--.---.-.....--- sc--| 72 | 100.0] 315) 326) 11) 162] 106 
| 





Question: For how many individual makes of car do you hold a franchise? 
(Count only makes for which separate franchises may sometimes be given by 
manufacturer. ) 





TABLE 5.—By number of franchised makes sold 


























Total Percent— 

MS Ue ee ee “ie 

Number of franchised makes ‘ . gies] ; 4 | View- 

Num- {Percent} For |Against} Indif- | Unde-| point 
ber ferent | cided |indeter- 

| minate 
Siete i eeialpnaaiena seca come eece ii ee eee i |/--—-,———— 
Total number of dealers..-.-.----.-----| 11,051 | 100.0] 59.2] 26.4 3.7] 10.2 0.5 
1_..--2-2---------------22------220------ 5,148} 100.0} 57.4] 27.9] 39] 10.5} 3 
Tn cweceeccncccsccenccncree| 3.005} 1000 63.8 2.9) .27 {| 91 5 
a 1, 507 100.0} 58.4] 26.6) 4.0 10. 4 | 6 
4... -nee-enne=----~------------------- . 512 | 100.0 56.1 | 28.1 4.2 11.5 7 
nn awancanenecnaccunens 225} 100.0} 47.8 6. 3 8.9 15.1 | 1.9 
a ccmdmnomndcabarchents saathen 54 100.0 | 29. 6 | 25.9 1.9 14.8 | 27.8 
TaBLe 5a.—According to share of the aggregate number of franchises * 

Share of aggre- 

gate number 

Attitude of franchises 

represented 

(in percent) 
Percent of aggregate number of franchises represented ------ iupceuban cee aetna 100.0 
= Riba bitcninnnewenesancndihie unenectandhecupedbatinenntbiesecasséen sinha 59.0 
_ eas i minis Ak Renda ee epee amauiaiana dich jaaieicnosk winaeadedeladll 25. 9 
Deen c Rachkedeumannnn cee bh Kise mg ninnk dl sehtamagiow eancsuldabeaapnabsaiecepeibmmiandiia: 4.1 
nae icuen bia hoa tasibnewi nti Peaandga secraiboe imiasensnea aie lacie egsaamrseiton emia 10.5 
Viewpoint indeterminate_._..............-..-..-----2-------- oninhiinthcisandbadilel eee 5 





1 This table was computed on the basis of a detailed classification of dealers by actual number of makes 
franchised, from the answers to question 5, before consolidation into the classifications in table 5 preceding. 
The table is to be read as follows: ‘‘ NADA member dealers who voted for permissive legislation represent 
59 percent of the total number of franchises held,”’ ete. 
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Question: Which of the following best describes the location of the dealership 
to which this questionnaire is addressed? If this dealership sells new cars at 
more than one location, please check all appropriate boxes. 


TABLE 6.—By type of dealership location 





Location of dealership 


Total number of dealers___- ors 

In a city of 500,000 or more population or its 
suburbs: 

Main business section.__........--..---- 

Not main but within city limits__..._-- : 

In suburban area____- 








In a city of 100,000 to 499,999 or its suburbs: 
Main business section _- Se alienan Res: 
Not main but within city limits_...___- 
In suburban area..............--- 

In a city of 50,000 to 99,999 or its outskirts _- 

In a city of 20,000 to 49,999 or its outskirt_- 

In a community of 5,000 to 19,999____ 

In a community of under 5,000- -_- 

PL: Shitésiuduanibwitiviaesxnndensuy 




















7 ‘tied 

Total | Percent 

| 

~ Bee =. 
2 | ; | | View. 
Num- /|Percent| For |Against| Indif- | Unde- | poling 
ber ferent | cided | indeter. 
| | } Minate 
NS ee — —|—_____ 
-|!11,051 | 100.0] 59.2 26.4 3.7] 10.2] 5 
eae peal |—— —|——|— 
475 | 100.0] 49.2] 31.0 4.1] 13.7 2.0 
501 | 100.0 59.2} 26.8 4.9 8.4 a 
506 | 100.0 59.5] 22.2] 6.6 11.4 3 
523| 100.0] 651] 196] 61] 69] 93 
321 | 100.0] 68.0] 20. 3.9] 67 6 
169 | 100.0 47.9 30.9} 3.4] 138] 4p 
763 | 100.0] 74.3 14.2 3.4 | 7.9 2 
1,588 | 100.0| 72.5] 17.5] 2.6 6.9 5 
3,619 | 100.0] 609.3] 25.8] 3.9 9.7 | 3 
2,902 | 100.0 47.5 35.4 | 3.4 13.3 _ 
155 | 100.0 46.4] 25.2 4.5 12.9 11.0 





1The sum of the numbers may exceed the total to the extent that some respondents had more than one 


location. 


Question: For general purposes, into which of the following classes do you fall? 


TABLE 7.—By single-point, multiple-point, or metropolitan classification 


Classification of dealer 











Total number of dealers... -- -- 
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TABLE 8.—By States 






































Total Percent— 
cadiabaappeneninasnetaen ties aaa ———————— 
State View- 
Num- }Percent] For |Against| Indif- | Unde-| point 
ber ferent | cided | indeter- 
} minate 
| | | —-f+——_|— |X 
Total number of dealers.......-.-------| 11,051 | 100.0} 59.2 26. 4 3.7 10.2 0.5 
. Reres 0M Pe ULL ell 161 | 100.0 69.2 7.2: 4 12.4 8 
sot ash asobbegstsne-caroneteo- 62} 100.0] 47.7} 189| 11.4] 21.2 | ‘8 
Ee RR ey ams fl eat 2.3} 10.2} .4 
SE Ib rarnnadeswe PS LED 655 100.0 | 62.4 21.9 | 4.8 9.7 | 1.2 
PE tsk scctwicdicsedestia casas 131 | 100.0} 63.0 15.4] 10.4] 10.8 | 4 
Connecticut. Re. dada a asd votes biel 142 100.0 67.1 22.3) 23] 7.3] 1.0 
Delawa SS ‘ 28} 100.0) 56.9 32.8 1.7 8.6 | 0 
District of G Jolur ite Lee , 20 100.0 | 25.0 40.0 5.0 30.0 0 
Florida... ---- eee eota alles! s98: -| 211] 100.0] 635) 202) 50) 10.8} 5 
| ae 194} 100.0 | 62.2 25.1) 4.4 8.0 | _ 
EE icnccrnschnsones-sine 111} 100.0] 66.6] 25.2 1.7 6.5 | 0 
Met ey oe : 588 | 100.0} G6) 26.4) 5.1 9.3 | 6 
BE bbe 2 ESE Us cnt ce 300 | 100.0) 65.3 22.9) 99] 11.6] 3 
eR eihitanglns oi 357 | 100.0] 68.7] 21.1] 10] 92 0 
i cercennnsuinns ; int! | 279] 100.0] 55.8] 33.6 a9 Oe 4 
ST. co -.-senso-- posal | 144 | 100.0 72.1} 21.4} 8 5.3 4 
Louisiana. .------------ ehlde asi 120 | 100.0 71.3] 12:2] 5.4] 11.1] 0 
Ee ring st wc ce wranbig 95 | 100.0 54.8 | 37.4 21) 5.7] 0 
Maryland..-------------- 135 | 100.0] 63.6 26.6 | 2.9 6.1 | 8 
Massachusetts. e. : Sea 209} 100.0} 64.0] 25.6 2.6 | 7.3 | 5 
SIRES yo eee | 424} 100.0} 55.9] 360) 1.0) 7.1] 0 
Minnesota. .------- : 328 | 100.0 45.8 29.6 8.4 15.2 | 1.0 
Mississippi alee a iantioats - “ 126 | 100.0 53.7 41.2 | 1.4 | 3.7 | 0 
Ne neck Saeewn | 236} 100.0) 63.1 27.4 | 19} 68] 8 
Montana-.-.---------- - ‘ 127 100.0 59.8 | 31.4] 8 | 7.2) ‘8 
Nebraska. - . 160 | 100.0, 55.5 | 27.3 | 5.5 | 11.4 3 
Nevada. eae Baal = 28 | 100.0} 521); 37.5; 21] 8&3] 0 
New Hampshire... _-- é | 64| 100.0} 63.2) 257] 83] 28 0 
New Jersey -- A oobh ‘ | 363 | 100.0 59. 4 27.1 | 3.0 8.6 | 1.9 
MewmM@Getl0O) .-<cs-05-ccs.-22- 4 68} 100.0} 71.3) 20.3 | a 7.6 0 
Be TOBE o onnc-cenee ~ : | 689] 100.0] 56.0] 33.0 23 8.6 {2 
North Carolina __..-.| 385] 100.0] 56.4] 36.6 3.7 2.9 4 
North Dakota_------- ‘ SH 110 100.0} 66.5} 19.1] 1.0 12.9 .5 
PS ees | 618} 100.0) 55.9] 27.1 6.7 10.0 3 
Oklahoma..-..- iat lines dlp Sieh stitial 194 | 100.0 | 71.5 | 21.0 9 6.3 3 
Ee cp eanenne 181 | 100.0} 60.9} 19.7 3.0 16. 1 .3 
Pennsylvania : : ; ; 794} 100.0) 55.8} 27.8] 3.6 11.8 | 1.0 
Ne eee : 47 | 100.0] 58.2 18.2] 11.0 12.6 | 0 
South Carolina_....---------- _..----| 115] 100.0] 63.1] 15.2 8] 20.5 4 
South Dakota___--- ; ‘Bi 105} 100.0} 63.6] 184] 4.7 12.4 9 
Tennessee....------------ o doe Sec ae 170 100.0} 52.0} 342] 3.2 9.5 1.1 
I tide ght 474} 100.0] 44.9] 29.0] 6.7 19.2 2 
TRE RR | 91} 100.0} 54.7] 30.4 23) 1 .6 
cS a ee ir 55 | 100.0] 81.5] 12.3 4.4 1.8 0 
Virginia... -..-..-- ais ice ku ie | 300] 100.0! 56.6] 246 1.0 17.8 0 
ES ee ee eee ’ 243; 100.0| 68.7 21.0) 2.9 6.9 5 
West Virginia..........--..---- | 147| 100.0] 65.5| 246| 2.0 5.9 2.0 
Wisconsin __...- ; ; é E 285 | 100.0 §1.6{| 25.5 1.7 20.8 -4 
Wyoming. --- coher 59} 100.0/ 839) 68) O | 38 0 
Miscellaneous and undetermined !._-________| 6} 100.0} 50.0 33.3 0 16.7 0 








1 Includes respondent NADA member dealers outside the boundaries of continental United States. 
DESCRIPTION OF PROCEDURE 


Development of questionnaire ballot 


The central purpose of the poll was of course to get the attitude of NADA 
member dealers toward permissive legislation relating to the so-called territorial- 
Security or protected-territory issue. In addition, a variety of objective informa- 
tion on the dealer or dealership was desired—year of earliest franchise, sales 
volume, principal make, number of other dealers in this make in the same sales 
area, number of franchise held, type of location, and single-point, multiple-point, 
or metropolitan dealership classification. 

Alderson Associates, Inc., assumed full responsibility for the wording and 
arrangement of the questions and for design of the format for presentation of 
questions and recording of answers. The objective was solely to present the 
questions in neutral language and in our opinion this objective was fully attained. 
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In the crucial question dealing with permissive legislation, for example, the use 
of terms which have come to bear a favorable, unfavorable or opionative conno. 
tation were avoided—terms like “penalty”, “premium,” “territorial security,” 
“eross Selling,” “protected territory,” and the like. At the same time, it was 
necessary to convey the concept that the legislation was “permissive,” that is, that 
it would grant legal permission for the inclusion of certain provisions in the 
franchise agreement without in itself requiring or prescribing such provisions, 

A copy of the survey ballot with its accompanying letter of transmittal jg 
included in the appendix of this report. 


Mailing of ballots ; nonresponse control 

Envelopes bearing Alderson Associates, Inc., return address and the legend: 
“Notice: Your NADA survey ballot is enclosed” were supplied for mailing. The 
empty envelopes were first addressed by NADA to its complete membership list, 
At the same time, a 4-by-6-inch card was imprinted with each address. Empty 
enevelopes and cards were returned to Philadelphia. 

A serial number, the first two digits of which denoted the state, was imprinteg 
on the lower right corner of the first page of each ballot leaflet. The same 
number was also imprinted on the 4by-6-inch card bearing the name and address 
of the dealer to whom each ballot was sent. An airmail postage-paid return 
envelope, addressed to Alderson Associates, Inc., and marked “Confidential,” 
was included for return of ballots to us. 

The file of cards was kept in order by serial number. As returned ballots 
were received from dealers, the serial number on each was noted and the card 
bearing that serial number was transferred into a separate “in” file. At any 
given time, then, the original file contained cards representing only dealers from 
whom we had not yet received a ballot (except in those rare instances where 
dealers clipped off or obliterated the serial number on their ballots—in this event, 
the dealer’s card necessarily remained in the nonrespondent file). 


Telephone sampling of nonrespondents 

Ten days after completion of mailing, the appropriate number of cards for the 
telephone sample was selected with equal probability from the nonresponse file, 
by counting through the file and designating dealers for telephone interview at 
regular intervals throughout the file. Cards thus selected were removed, pro- 
viding a completely unbiased sample of nonrespondents, representative of all 
nonrespondents by State and other principal characteristics. For each dealer 
thereby designated, the two neighboring cards, representing dealers in the same 
State and usually the same post-office address, were specified as alternates, 
Highty-five percent of the 1,001 telephone interviews were with the originally 
designated dealers and the few alternates used were generally in the same com- 
petitive environment as the unavailable selectees whom they replaced in the 
sample. 

The telephone sample names were then allocated to interviewers who tele- 
phoned the designated dealers, all calls originating in Philadelphia during the 
period March 23 to 28, inclusive. Each telephoned dealer’s responses were re 
corded on a copy of the same survey ballot form as was mailed. 

The reason for the telephone interviewing of nonrespondents: time did not 
permit a remailing, and even if it had, there could have been serious possibility 
of bias if nonrespondents were found to hold a predominantly different view- 
point than those who sent in their ballots, or unless virtually all dealers were 
ultimately brought in by such remailing. With the large telephone sampling 
we have a highly reliable reflection of the entire nonresponse group. 


Cutoff for mailed response 

Since telephone interviews were not continued with dealers who indicated 
they had already mailed their ballots, and since the returns by mail had by this 
time declined to a relatively low level, it proved possible to include in the mailed 
response all ballots received within a 16-day period after mailing, even though 
telephone interviewing of nonrespondents had already begun. Out of the 1,015 
telephone interviews actually obtained, 14 dealers rather unacecountably mailed in 
a ballot as well. In these instances, the mailed ballot was used, leaving 1,001 
dealers uniquely represented by telephone interviews. 


Data processing 


All incoming ballots were marked with an independent serial number of our 
own to provide a more rigorous assurance that all ballots received were tabu- 
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jated. To facilitate accuracy and efficiency of card punching and checking, the 
codes for punching were recorded on special transfer forms. Before tabulation 
a check was made to assure that one punched card (and only one) was included 
for each ballot received by correlating the number of cards with the assigned 
serial numbers. Punched cards were verified 100 percent and were tabulated 
on counter-sorter machines. All tables were completely rerun on a different 
machine by a different operator, in the interest of absolute accuracy. 

All computations necessary to arrive at percentages for final tables on the 
pasis of the machine-tabulated card counts were performed on desk calculators 
and rechecked on a different calculator by a different operator. 

A few ballots were received with some or all questions left blank, or with 
two conflicting unresolvable responses on some questions. All ballots were 
nevertheless included in all tabulations, without exception, being recorded where 
necessary in the “no answer” or “answer indeterminate” category. 


Construction of tables 

The final tables are largely self-explanatory with the possible exception of the 
manner of combination of mailed and telephone responses. Each interview 
performed in the telephone sample in effect represented a larger number of 
nonrespondents (approximately 11). On the basis of this known sampling 
ratio, the telephone sample was projected to the total of nonrespondents before 
combination with the mailed responses. Percentages were computed on the 
pasis of this total. The procedure followed was the only right one by which to 
derive true unbiased estimates; however, the projection process was of minor 
effect because of the substantial parallelism between the mailed and telephone 
responses. All figures for numbers of dealers appearing on the tables represent 
the actual number of dealers entering into the respective tabulations, both mailed 
and telephone responses. 

ALDERSON ASSOCIATES, INC., 
Philadelphia, Pa., March 1959. 


INSTRUCTIONS FOR NADA TELEPHONE SURVEY 


1. It is especially important that you do not allow respondent to draw you 
into conversation on the issue of permissive legislation referred to in question 8. 
We cannot be in the position of appearing to take sides or of either agreeing 
or disagreeing with a respondent’s point of view. You should be prepared with 
a statement such as, “I’m sorry but I’m not allowed to discuss this question; 
the only thing I can do is to record your own attitude on it.” 

2. Allocation of names: you will be allocated a specific number of interviews. 
For each, you will receive— 

(a) A card bearing a dealership name and address. 
(b) One or more alternate cards for each dealership (marked “A” and 
attached to the originals). 

Calls will be person-to-person to individuals named on the address cards. 
If no individual is named in the address, ask to speak to the president or active 
head of the business. 

Dial 211 and ask for the sequence operator. You should give her at least 10 
to 15 names on the first go round. Ask her to charge these calls to Locust 8—-1850 
and she will call our office for clearance. 

8. Handling alternates: If you are unable to reach an original dealer on the 
first call, allow the operator to try the call again from time to time during the 
day. This should in no way impede your progress. However, if you are still 
unable to make contact, replace the call with the next day’s work and substitute 
after one attempt on the second day. 

Remember that it is important to get as close to 20 completed interviews per 
day as possible. Therefore, if it appears that you have too many calls that 
must be tried again, you should give the operator another group of names so 
that you will not waste too much time. 

You will substitute one of the alternates attached to the original dealer under 
the following conditions : 

(a) If the dealer says he has sent his mail ballot back to us. 

(b) If the dealer refuses to be interviewed, 

(c) If the dealership is no longer in business. 

(d) If you are unable to contact the eligible respondent after trying a 
number of times on the day on which you originally gave the operator the 


call and one attempt the next day. 
58908—60- 4 
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When you substitute an alternate you will make no more than two attempts 
to reach the substituting dealer before going on to the second alternate, There 
is one exception to this rule, however. If you are able to contact the original 
dealer on the first attempt and find any one of the first three conditions (noted 
above) existing you should consider the first alternate as an original and follow 
the callback procedure given in the first paragraph of this section. 

If following this procedure, you should find yourself short an interview With 
an original dealer or any of the alternates for that dealer, drop the matter 
But if this happens more than six times, be sure to contact us at once, 

4. Record answers on the printed forms by checking the proper squares, 
Read questions from mimeographed forms, propping them up before yoy jg 
possible. 

5. All questions should be reasonably self-explanatory except question 6, Jy 
question 6, if the dealership has only one location where it sells new cars, only 
one square will be checked for this question. So as soon as you hit the answer, 
you can proceed to the next question. If the dealership has more than one 
such location, you must be sure to check the right square for each location 
(however, 2 locations might both be in a city of 50,000 but under 100,000, for 
instance, and hence both would be represented by checking only the 1 square), 

6. In question 8, notice that if respondent says he doesn’t know, you are to 
find out further whether he really means he is indifferent—doesn’t care—pr 
whether he just hasn’t decided. If he is quite indefinite, write in this fae 
on the form. If he says he is for it but adds certain conditions (ifs, ands, op 
buts), mark “for.’”’ Likewise, if he says he is against, with ifs, ands, or buts 
mark “against.” 

7. Here are three very important points: 

(a) At lower right of first page of printed form—under Mr. Alderson’s 
signature—copy the serial number from the card bearing the name of the 
dealer interviewed on that form. Securely attach card to the form used jp 
recording answers. 

(b) Where you can’t reach a dealer, note reason on the card (but try 
to avoid marking notations on any printed form for dealers not reached), 

(c) Please send us completed forms and assignment cards at the end 
of each day of telephoning. Just slip them into our return envelopes and 
put them in the mail, 


Mr. Mack. I have a few questions. It is necessary for me to be 
on the floor at 12 o’clock. 

Mr. Norton. Yes, sir. 

Mr. Mack. I would like to adjourn the committee depending upon 
the schedule in the House. If the program in the House is carried 
out this afternoon, we will meet again at 10 o’clock in the morning. 
A colleague passed away and normally they adjourn the House out 
of respect. If they do that, then we will meet this afternoon at 1:30 
to complete the witnesses today. 

Mr. Norton. Mr. Chairman, are you through now? 

Mr. Mack. I am not through, but I would like to hear from you. 

Mr. Norron. To explain my situation to you, I was planning on 
returning to Oklahoma today, and if it could suit the convenience 
of the committee to interrogate me on any questions they might want 
to ask me personally, it would be a great convenience to me. 

Mr. Mack. Today ? 

Mr. Norton. Yes, sir. 

Mr. Mack. We will be glad to. I would like the record to show 
that the chairman of the committee, who is very much interested 
in this bill, and who is the sponsor, has been attending the meeting 
this morning and had to leave a few minutes to go over to the Supreme 
Court. He expressed a definite interest in the bill and would like 
to attend all of the sessions, but, of course, there are many demands 
on his time. 
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The committee stands adjourned until 1:30 this afternoon, depend- 


ing upon the scheduling. 
Whereupon, at 12 noon, the committee recessed, to reconvene at 


1:30 p.m. the same day.) 
AFTERNOON SESSION 


Mr. Mack (presiding). The committee will be in order. 

When we adjourned this morning, we were receiving testimony from 
Mr. Norton, who is a director of the National Automobile Dealers 
Association. 

Mr. Norton, I had a few other questions, and I would have no 
objection at all if you want to yield to Mr. Kirks at any time in 
answering any questions. 


STATEMENT OF H. MEADE NORTON, ACCOMPANIED BY ROWLAND 
KIRKS—Resumed 


Mr. Norron. Thank you. 

Mr. Mack. I inquired this morning of a poll which had been con- 
ducted. According to these polls of members of the National Associa- 
tion of Automobile Dealers approximately 70 percent favor the 
legislation ; is that correct 

Mr. Kirxs. That is correct, sir. 

Mr. Mack. Have you made any attempt to poll the automobile 
dealers who are not members of your organization ¢ 

Mr. Kirxs. We have not, Mr. Chairman. 

Several years ago the Senate Automobile Marketing Practices Sub- 
committee, under the chairmanship of Senator Monroney, of Okla- 
homa, did send out an all-industry survey which touched upon the 
subject and some other related matters, and it was sent to all auto- 
mobile dealers irrespective of any association affiliation. 

I believe that that is the last all-industry survey that was conducted. 

Mr. Norton. I might add, Mr. Chairman, that in Oklahoma, if it 
is pertinent to the subject, that we did take a survey of all dealers, 
all licensed dealers—we have a motor vehicles commission there that 
licenses all dealers and we did take a complete survey of all dealers 
irrespective of their affiliation with any association. 

On this particular question before you now, this legislation, it was 
predominantly in favor of this type of legislation. But that was just 
for the State of Oklahoma. 

Mr. Mack. I am interested in the people who are not in favor; the 
dealers who are not in favor. Would this 30 percent represent the 
so-called big-city dealers? 

Mr. Norton. Do you want me to answer that ? 

Mr. Kirxs. May we answer it jointly, sir? 

Mr. Mack. Yes. I am assuming that since 70 percent favor it, that 
30 percent are opposed. 

Mr. Kirks. The cross-break in the survey material which is being 
submitted to the committee has been broken down into several cate- 
gories, 

The returns, remembering that these pertain only to the members 
of the national association, roughly 21,000, by make of automobile, 
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by volume, that is the number of new car sales they sell each year, by 
geographical location, and also it can be ascertained from one group} 
whether or not they are in a large metropolitan area as distinguishel 
from a smaller area. 

So you do have some indication from this survey of whether or not 
the attitude is shared by large, as well as small, dealers and where 
they are located. 

Mr. Mack. Mr. Norton did refer to rural dealers or country dealers 
in his testimony. 

Mr. Norton. My observation has been—and I have been pretty 
active in this situation—my observation has been that most of the 
dealers who oppose this are what are known in the trade generally as 
fringe dealers. 

Mr. Mack. Aswhat? Fringe? 

Mr. Norton. Fringe, f-r-i-n-g-e dealers. They are out on the fringe 
of some metropolitan area. ‘Take Chicago, maybe they are out pro 
ably 10 or 15 miles from the city limits and they have a low overhead, 

Many of them are not subject to rules and regulations. We have 
large metropolitan cities in this Nation where they have unions, and 
the dealers are forced to pay overtime for over 40 hours a week. 

Then there will be some fringe dealers located right at the edge of 
the metropolitan city that is not subjected to that kind of circumstance, 
and that is where most come from. 

To very quickly give you an illustration, I received a letter from a 
dealer out of Columbus, Ohio. I am not familiar with Ohio, but he 
said he was located 8 miles from Columbus, a town of about half a 
million, and 10 miles from another town in Ohio, which is a large city, 
but I don’t know the name of it. 

He said— 

I am one of these small dealers, I live in a community between these 2 big 
towns of 1,500, and I sold 1,000 new cars last year. 

He is a small dealer in a town of 1,500 and sold 1,000 cars, so obvi- 
ously he sold them in Columbus and in this other proposition. 

Now, the average dealer in the United States today, new-car dealer, 
sells less than 100 cars per annum, and anybody that sells in excess of 
500 cars is a big dealer, a large dealer, and does a terrific volume. 

So most of the opposition is coming from people who are on the 
fringe of the big metropolitan centers. 

Mr. Mack. Then I may conclude that the metropolitan dealers are 
opposed to the proposal ? 

Mr. Norton. This will not help the metropolitan dealer, per se, you 
might say. It will not help him directly nearly so much as it will the 
small-town dealers, because in a city the size of Washington, there are 
several dealers that are handling exactly the same make of car, and, 
of course, in no metropolitan areas would they have any more competi- 
tion, just the same as they have right now, unrestricted. 

They would all be on an equal basis. 

But the preponderance of it, the weight of it, the fact that the small- 
town dealer would again be able to go ahead and retain his role of a 
reputable self-respecting citizen in his own community and will not 
have to resort to a bunch of come-ons and gimmicks that have devel- 
oped in the trade in order to attract business to his store finally will 
help purify, if you please, the whole industry. 
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Again I say to you that our plea to the Congress is as much to let 
us have some system that we can regain our self-respect under as any- 


thing else. 
Mr. Mack. I am trying to clear this up so we can understand the 
situation. 


I think it has been somewhat confused, at least it has been confusing 
tome. I would like to have information as to just how the proposal 
would solve the problems confronting your industry, and as to which 
dealers would benefit and which might be harmed. 

Iam especially interested in any which might be adversely affected. 
I do want the record to reflect that. So in regard to the metropolitan 
dealers, it is your opinion that they would not be benefited or affected 
by the proposal, is that correct ? 

Mr. Norton. Not nearly so much, no, sir. because there is nothing 
that this act could possibly do whereby it would give one metropolitan 
area dealer an advantage over the other one. 

Mr. Mack. Would it not give the authority to the manufacturers to 
designate certain area within metropolitan centers for the various 
franchised dealers of the same product ? 

Mr. Norton. It certainly would, but, of course, we have to presume 
that the manufacturer certainly, if they did adopt this, would use some 
commonsense and judgment. 

Obviously, it would be a situation where in a city, a metropolitan 
area, that, was close together, we will say like the city of Chicago, that 
it would be almost impossible to draw a line and say if you sell one on 
this side of the street, okay, and you don’t to the other one on the other 
side of the street. 

So what they would do and what they are now doing, they take all 
of these communities that are closely knit together and they designate 
them as one metropolitan area. 

They could, of course, do that, but we are presuming that if the 
factories ever install this, that they would install it in order to try to 
help the dealers, and install it sincerely and with some commonsense 
and judgment in it. 

Mr. Mack. Do I understand, then, that the bill would give the manu- 
facturer authority to establish trade areas perhaps in some sections 
of the country and not establish them in others ? 

Mr. Norton. Yes. It would do it this way. The manufacturer 
would have the right to designate the area. They could say the dis- 
trict, and undoubtedly they will. 

Mr. Mack. My point it: Could they say, or would the say, the sec- 
ond ward of Chicago, for instance ? 

Mr. Norron. No;Idon’tthinkso. Now, they could possibly—— 

Mr. Mack. The oppoents of this bill—— 

Mr. Norron. Under the terms of this bill, as I recall it, it gives the 
manufacturer the right to designate an area of responsibility. 

Mr. Mack. That is what I was referring to when I said trade area. 

Mr. Norton. All right. 

Now, certainly, they could probably say the second ward of Chicago, 
but I am saying now, Mr. Mack, that under the present system, that 
they. don’t do that. 

You see, they say the metropolitan area includes all of Chicago, 
we will say, like in the District of Columbia. 
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Mr. Mack. Then in the provisions of the bill, it is intended foy 
areas other than metropolitan areas, and the metropolitan areas wil] 
be open territory for all of the metropolitan dealers ¢ 

Mr. Norton. Absolutely. 

Mr. Mack. And it will be closed territory for anyone outside of the 
city limits who has a dealership just immediately outside of the city 
limits of the metropolitan area? 

Mr. Norton. The way that I interpret the bill, and to again apply 
the rule of commonsense to it, I presume that taking the District 
again, the responsibility of every dealer within the District who sells 
Fords, for instance, we will say, is to see that every Ford owner within 
the District does get proper service, so I am presuming that would be 
the metropolitan area. 

Then whenever we would go out, say, to some other smaller city 
around here—and I am not familiar with the area—go out to some 
city 40 or 50 miles from here, then I would say that it would be the 
responsibility of the Ford dealer, one Ford dealer in a small town, 
to take the responsibility in seeing that everybody in his area got com- 
plete satisfaction, you see, because he would have the only parts stock 
there and the only facilities to service. 

Mr. Mack. My point here is that some cities are divided just by a 
street, and on one side of the street it is in the county or in another 
town, and on the opposite side of the street it is a city. 

It is possible that under provisions of the bill, that a dealer could 
have an establishment on one side of the street, and he would be pro- 
tected from competition from a dealer on the other side of the street, 
because the dealer lived in a different city ? 

Mr. Norron. I presume it is strictly the interpretation of the law 
that it would be that way, but again—and I am trying to help make 
the record here—again I say that that is not the rule. 

This morning I pointed out, I gave the illustration about Fort 
Worth and Dallas. Everybody is familiar with the rivalry that has 
existed between those towns ever since I have known them to exist. 

But the manufacturers have seen fit to say that Dallas and Fort 
Worth are one metropolitan area. I am presuming that they would 
do the same thing if this law comes to pass. 

The dealers in Dallas and in Fort Worth would be considered to 
serve all the people, whether they lived in one town or the other. 

Mr. Mack. In the metropolitan area, you would favor the inclusion 
of the suburbs and maybe nearby rural towns, is that correct? Iam 
only asking this to be objective. 

Mr. Norton. I appreciate your help and I want to see if I can help 
make an intelligent record here. 

I am presuming that, again, that the manufacturer would apply the 
rule of reasoning and commonsense to it. Obviously, if there was just 
one dealer in Carson City, Nev.—I will take that because I am pre- 
suming it is pretty well isolated. 

Well, let’s take a town that I know is isolated, Santa Fe, N. Mex. I 
am presuming, if there is just one dealer there that has a stock of parts 
for a certain make of car and trained mechanics for a certain make of 
car, that the factory would say, “It is your responsibility to see that 
all the people that own the make of cars that we sell you, that we 
produce, receive satisfactory service, so we are going to make Santa 
Fe, N. Mex., an area.” 
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On the other hand, they go on down to Los Angeles and they would 
say, “We have got 40 Chevrolet dealers in the city of Los Angeles. We 
think it is the responsibility of all 40 dealers in the city of Los Angeles 
to see that all Chevrolet owners, regardless of whether they might be 
domiciled in Los Angeles, receive satisfactory service.” 

I don’t know whether that is clear or not, but that is the way we 
would hope this would work. ' 

But, again, I want to point out that what we ask for here is strictly 

rmissive and if the factory didn’t want to do it and if it didn’t work, 
they could put it in today and take it out tomorrow. _ 

Mr. Mack. Would it be possible for them to designate the entire 
State of Illinois as a metropolitan area? 

Mr. Norron. Absolutely, if they thought that was to the best inter- 
ests they could do that, that is right. We are leaving it up to them 
because we believe that they must necessarily have an interest in their 
dealers. ‘ M,; 

Mr. Macx. This would in no way affect competition between dealers 
selling different types of products? 

Mr. Norron. No, sir. 

Mr. Mack. But it would limit competition for dealers selling like 
products ¢ i 

Mr. Norton. Yes. 

Mr. Mack. If the manufacturer decided that he wanted to operate 
under the provisions of the bill? 

Mr. Norton. Yes, sir. The purpose of it is to keep dealers who 
are selling exactly the same automobile under the same circumstances 
from eating each other up. 

Mr. Mack. Yes, and, of course, that would be described as com- 
petition. ne Tay 

Mr. Norton. Yes. However, I would still like to point out 
that what we will finally recommend when we get to the amendments 
on this bill, that there will be a limitation put upon any rebate or 
bonus or reward or whatever they want to call it, that there will be 
a limit which would only amount to and compensate that which is 
equal to a sales development cost, and that is all, and the dealer who 
does not develop the sale would have no development cost. There- 
fore, he could sell for less. He could operate on a lesser percentage of 
commission or reward or whatever you want to call it than the dealer 
that developed the sale. So, actually, it would be just as fair for one 
asit was for the other. 

Mr. Mack. What would you propose in the way of rebates and dis- 
counts for dealers in the metropolitan areas? 

Mr. Norton. The same thing. It would be 5 percent. If there 
were 30 dealers located in Chicago selling the same make of car, at 
the end of whatever reporting period that the factory would designate, 
30 days, 60 days, or 90 days, they would make an affidavit on all cars 
that they had sold to residents of the area so designated as the metro- 
politan area of Chicago. They would make that affidavit and send 
it in, and the factory would rebate to the dealer who sold the car, not 
all dealers, but the dealer would first have to develop the sale, sell the 
car, and deliver the car. Then they would send to him 1 percent, 2 
percent, or not in excess of 5 percent. 

Mr. Mack. In the more expensive cars, such as Buicks, isn’t 5 per- 
cent a rather substantial figure ? 








52 AUTOMOBILE DEALERS TERRITORIAL SECURITY 

Mr. Norton. That would be the limit. They won’t have to pay the 
same on the Buick as they would on Chevrolet. They would have to 
pay all dealers, all Buick dealers, the same rebate. But we will take 
General Motors. If they want to pay on Chevrolet a 2-percent rebate 
or bonus or whatever you want to call this, a reward, they could pa 
them, too. They could pay the Buick dealers up to 5 percent, if that 
was their desire. But I would like to point out that the averags 
selling costs, it costs about $250 average to sell an automobile, and the 
higher the price of the car is the more it costs because most salesmen 
work on a commission. 

We are faced at this time where we cannot keep good salesmen, be. 
cause after they go out and develop the sale, Mr. Chairman, and 
develop the prospect, then the prospect goes someplace where the 
dealer or the salesmen have no development cost and they cannot meet 
that competition. It takes money to buy gasoline, to advertise in the 
papers, and to wear out demonstrators and, of course, salesmen haye 
got to be compensated if they work. 

Mr. Mack. You say you sell Corvairs? 

Mr. Norron. Yes, sir. 

Mr. Mack. Then you would be getting approximately $100 rebate 
which, as I understand it, goes to the dealer in the case of a small car 
and about $250 in the case of a large car. 

Mr. Norton. That would be about right. I would like to point 
out 

Mr. Mack. You feel that is a fair system ? 

Mr. Norton. Yes, sir. I also have some related interest in Cadillae, 
My son is a Cadillac dealer in a small town. When you take ina car 
on a Cadillac automobile, it will cost you $200 more to condition and 
retail a used car that you take in on a Cadillac than it will on a small 
car that you take in on a Corvair. It is relative to the price of the 
car, and so that would be fair and equitable to all dealers. 

Mr. Mack. I yield to my colleague, Mr. Dingell. 

Mr. Dineetx. I am very much concerned about one thing you have 
said. You said that the ideal would be to make about a 5-percent re- 
bate more or less standard in the industry; am I correct in that? 

Mr. Norton. No, that would be the limit. In fact, this is strictly 
permissible and the factories, if they wanted to go as high as 5 percent, 
they could. 

Mr. Dincett. What is going to happen in the event that the in- 
dustry decides they are not going to make these rebates available to 
the dealers ? 

Mr. Norton. We are just where we are now, and the factory will 
still say every time we tell them that something is wrong in a territory, 
they will just say, “Well, we are helpless because the antitrust laws 
and the good faith act and whatever have you, they prohibit us’—— 

Mr. Drncexxi. Do you contemplate any organized action by dealers 
to induce the automobile companies to go into a certain rebate! — 

Mr. Norton. Yes, if this passes, my judgment—and we have it just 
all over the country—my judgment would be that whenever there was 
a bad merchandising situation occurring in any community, and the 
dealer would talk to his factory contact about it, and the factory 
would say, “We can’t do anything about it,” he would say, “Well, you 
can. Congress passed a law. Here is what you can do. You can pay 
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me a dealer development cost. This dealer raids my territory. He is 
not developing sales. I am developing sales. I am paying for it and 
he is reaping the benefits.” 

Mr. Dirneeti. What this would lead to, then, would be a situation 
where the dealers were strong on the one hand and may have these 
yarious sales programs with rebates and so forth, and where dealers 
were weak or didn’t want it, you would have nothing of this sort; is 
that correct / 

Mr. Norton. No, sir. The law provides that they can’t discriminate 
between dealers. 

Mr. Dincetu. It doesn’t say that that would be in every part of the 
country, though ? 

Mr. Norton. Mr. Kirks, our legislative counsel, at this time has 
some amendments if you would like for him to present them. 

Mr. Dincetu. I am asking about the bill specifically. I would very 
much appreciate your confining yourself to answers to the questions. 
I am interested in getting a clear record and not. a confused record on 
this point. I don’t see anything in this bill, and perhaps I am incor- 
rect, Which says that this has to be applied in every part of the coun- 
try, and you say that dealers would take this up with the industry and 
with the manufacturers, and I point out that there is a possibility that 
then you will have this area rebate program, in areas where dealers 
are strong and where they want it. In areas where they are not 
strong or where they don’t want it, there will be no program. Am I 
incorrect in my reading of the bill on that point 4 

Mr. Kirks. May I answer that ? 

Mr. Dincexx. I would be happy to get an answer from somebody, 
just. a “yes” or “no” answer, if possible. 

Mr. Kirks. The bill that we are advocating, Mr. Dingell, and which 
we are submitting as our recommendation for amendments to H.R. 
10201 is the committee print of S. 2151 of May 11, 1960. These 
amendments fall into four categories. 

Mr. Drncevu. Let me ask this. I don’t want to talk about a lot of 
amendments. I just want to ask a simple question, whether I am 
wrong in my reading of H.R. 10201. 

Mr. Norton. May I answer the question ? 

Mr. Dineett. I would like to get the answer from somebody, in a 
few words, if possible. 

Mr. Norton. This morning in my opening statement I said that we 
would support this bill, as amended, that we desire some amendments 
to this bill before it comes out of the committee, and you are ab- 
solutely correct the way the bill stands now. 

Mr. Dincett. That is what I wanted to talk about. Am I incor- 
rect in making the same statement with regard to S. 2151? 

Mr. Norton. No, sir. The way that S. 2151 reads—if you would 
like, Mr. Kirks can read it. It is very short—the bill. 

Mr. Drncext. I have been going through it. I have been studying 
the House bill as offered by the chairman of this committee. But 
would I be incorrect in making precisely the same statement about 
§.2151 that I just made about H.R. 10201? 

Mr. Norton. I will yield to Mr. Kirks. 

Mr. Kirxs. Mr. Dingell, on page 3 of the committee print on S. 
2151 it states that “it must be uniform for a particular make and 
model of automobile.” Therefore, it is the intention behind that lan- 
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guage that it shall be uniform for that automobile throughout 
Americ: 

Mr. Dince tL. Then I would be fair in inferring that you are op- 
posed to H.R. 10201 as drafted at this time ? 

Mr. Krrxs. That is correct, sir. 

Mr. Drnceit. You say it is correct ? 

Mr. Krrxs. That is correct. 

Mr. Dincetu. Very good. Then for all intents and purposes, we 
can disregard H.R. 10201 in our consideration this after noon because 
you are opposed to it ? 

Mr. Kirxs. We are opposed to it to this extent, Mr. Dingel]—— 

Mr. Dinceti. And you do favor S. 2151? I am trying to narrow 
the scope of this consideration so that we know what we are talking 
about. 

Mr. Krr«s. I think I can give assistance to you. 

Mr. Dineeu. I do want your help since you are a proponent of this 
bill. So you do favor S. 2151 but you do not favor H.R.10201? 

Mr. Kirxs. No. 

Mr. Drncetu. As drafted ? 

Mr. Kirks. If you will permit me to make my statement, H.R. 10201 
and S. 2151 were identical companion bills when initially introduced, 

Mr. Drincett. I see. 

Mr. Kirxs. We would have been happy to have accepted the bills 
in their original form. However, through the legislative process of 
committee hearings and staff study and the like, certain amendments 
have been made in 2151. In view of the fact that time is of the essence 
now, we would hope, in the wisdom of this committee, that you would 
adopt the amendments that have been adopted by the full committee 
in the Senate, so that identical bills would be considered by each House, 

Mr. Dincetx. Let me go a little bit further. We are talking here 
in terms of a rebate to the dealers. Would this rebate come at the end 
of the year on the basis of sales ? 

Mr. Kirxs. We don’t know. That would be within the discretion 
of the manufacturer. 

Mr. Dinceux. Is it in your contemplation that this will replace 
other profit margins for the sale of vehicles? 

Mr. Kirxs. Again that is within the province of the manufacturer, 

Mr. Dincett. You see—the manufacturers are opposed to this pro- 
gram, as I understand it. I could be in error on that, but several have 
been writing to us. Coming down to this, we have to look to your 
interpre tation since you happen to be favorable to the program and 
since it would appear that manufacturers are in opposition, and I don’t 
think that they would give a construction necessarily that might be 
consonant with yours. 

Mr. Kirxs. That is right. 

Mr. Drincetu. Is it your idea that this rebate will replace other 
rebates ? 

Mr. Norton. Yes. 

Mr. Drncetx. Or all other rebates ? 

Mr. Norron. If the automobile dealers—if this becomes permis- 





sive—were asked, we would suggest that all rebates that are now i 
existence throughout the year and built on bonuses be consolidated to 
this one territorial sale rebate to pay to the dealer that sells the car 
in his territory. 
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Mr. Dinceti. The next point I want to ask is this: Do you contem- 
Jate that this will replace other profit margins on vehicles? In other 
words, that the competition within the retail automotive sales industry 
will result in a man looking not to the profit which he might other- 
wise make on the sale of an automobile at the time of the sale, but 
rather the figure that he will operate on a virtually no-profit-margin 
sale, and then figure on picking it up at the end of the year on rebate ? 
Mr. Norton. Of course we would hope that that won’t be the case. 

Mr. Dincetu. That that would not be the case? 

Mr. Norron. Yes. We hope that this would not replace other 

rofit margins, but that the factory, if they wanted to—we don’t want 
to do anything that will raise the price of the car to the consumer— 
that if the factory wanted to, they could take into consideration the 
reduction of their base discount now, and then give this bonus or re- 
ward at the end of the year as a supplementary discount to the dealer 
who develops the sale and provides the service within his territory. 

Mr. Dincetit. Now we are coming around to a very interesting 
point. You keep telling me that this isn’t going to cost the consumer 
any more. It is very plain in your statement you feel it isn’t going 
to cost the consumer any more. But the man who pays for the cost of 
the dealer service, the man who pays for the system of dealerships and 
the man who pays for the whole costs of the production of the auto- 
mobile in the last analysis is the consumer; am I correct on that ? 

Mr. Norron. Absolutely. 

Mr. Drxceti. So no matter how you slice it, he is going to pay for 
this rebate just the same as he pays for other rebates; am I correct ¢ 

Mr. Norton. I do not think it will raise—— 

Mr. Dincexy. Just answer this. He is going to pay for this? 

Mr. Norton. No. 

Mr. Dincett. Who is going to pay for it if he doesn’t, because he 
pays for the dealer system, he pays for the whole cost of manufactur- 
ing, the advertising and everything? Now if he doesn’t pay for it, 
who is going to pay for it? 

Mr. Norron. No one is going to pay for it, because the cost will not 
be increased. 

Mr. Dincetu. That is your assertion. But this is something that 
we are scrutinizing right now. Is it going to come out of the manu- 
facturers’ profits ? 

Mr. Norton. I didn’t get the question. 

Mr. Drneett. Is this rebate going to come out of manufacturers’ 
profits ? 

Mr. Norton. No, sir. 

Mr. Dineetu. It isn’t? Is it going to come out of profits that the 
dealer makes? Is he going to make a larger profit ? 

Mr. Norton. We hope. 

Mr. Dincett. We are not hoping, we want to know. 

Mr. Norton. Nobody can tell you exactly what will happen because 
nobody knows the amount of rebate. It could be one-half of 1 per- 
cent, and whenever you tie me down to say if I know I can’t tell you 
that I know. 

Mr. Dinerti. You are our witness. You are now telling me that 
nobody knows what is going to happen, and if we don’t know what is 
going to happen, how are we to assume that this is not going to in- 
crease the cost of the automobile to the consumer ? 








56 AUTOMOBILE DEALERS TERRITORIAL SECURITY 


Mr. Norton. I appreciate your remarks and I certainly don’t want 
you to think that I am facetious. 

Mr. Drincetx. No, no. 

Mr. Norton. But I certainly don’t think that anyone can come in 
here and tell this Congress exactly how any law or any system js 
going to work before the law is passed, until after it is tried out. 

Mr. Hemenity. Will the gentleman yield ? 

I think what the gentleman is trying to find out is whether or not, 
if a rebate is given under a territory security rule, a rule of law, con- 
tract, whether or not, after all, that rebate is going to be passed on to 
the consumer who is going to pay the rebate. 

T think that is the question that is worrying him. 

Mr. Norton. I will yield to Mr. Kirks. He thinks he might have 
a better answer. 

Mr. Kirxs. I would suggest, Mr. Hemphill, that when the many. 
facturers appear, since they are the ones that would have to design 
the plan and the program, that they could appropriately impart to the 
committee how it could work, and the question could be further asked 
of them: Who pays for all of the bonuses they give now ¢ 

Mr. Drneetx. You are suggesting we ask this question, then, of the 
automobile manufacturers ? 

Mr. Kirxs. Why, certainly, most assuredly. 

Mr. Mack. I want to see if I understood Mr. Kirks on that. 

Did you say that the automobile manufacturers are the ones who 
drafted this bill ¢ 

Mr. Kir«s. No, no, no, Mr. Chairman. I am saying this: 

If this bill becomes law, then the individual automobile manufac- 
turer is privileged within the scope of this legislation to design any 
plan that they see fit. 

Mr. Mack. Yes; I misunderstood you. 

Mr. Kirxs. They can set their percentage at any figure that they see 
fit, as long as they conform to the limits imposed by the statute. 

Mr. Macx. The bill is being proposed or sponsored, supported prin- 
cipally by your organization ? 

Mr. Kirxs. Yes; very definitely. 

Mr. Dineeit. This is an absolute novel procedure, if you will per- 
mit me to comment, for you, a proponent of this piece of legislation, to 
suggest that we query the opponents of the measure as to how it is 
going to work. Now, if this is the usual precedent for the propo- 
nents, to have the opponents tell how a proposal is going to work, I 
must confess it is the first time I have heard of it. And I happen to 
have been in this body for a few years now. 

Mr. Kirxs. Let me back up just a little bit now, Mr. Dingell. 

First of all, we contend that the two principal objections that have 
been made known to the dealer body by the manufacturers as to why 
they are opposed to the legislation aren’t borne out in fact. 

No. 1, the manufacturers have stated that they do not have the ex- 
perience nor the machinery to establish such a system. 

We submit for your consideration existing bonus plans that have 
existed over the years and are being operated today. So they do have 


the experience. They do have the machinery in which to institute a 

program. ues 
Mr. Drincexy. I am not concerned with what their real objections 

are or what their real objections are not, or whether they are compe 
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tent to construe this thing or not. Since you sit there in the witness 
chair as a proponent of this piece of legislation, it appears to me that 
it behooves you to be prepared to properly construe this piece of legis- 
lation and tell us what is going to happen and give us fairly simple 
answers in language that laymen can understand. 

Mr. Kirxs. We are prepared to do that, Mr. Dingell. 

Mr. Dinexti. I happen to share with some of my colleagues the 
rivilege of being a member of the bar, and I can usually understand 
acomplicated answer. 

I must confess that today I have been rather hard put to understand 
some of the answers which I have gotten and I hope in the next little 
bit we will be able to get down to more simple answers, and I hope 
that you, as a witness interested in this piece of legislation, will co- 
operate with this committee and give us a little bit of understanding 
in this particular measure in answers which will be understood in 
the printed record. 

Now, I am going to retrace my steps a little bit, and ask you a 
few more questions. 

(1) This, you tell us, will not come out of the profit margin of the 
corporation which manufactures the automobile; is that correct? Just 
yes or no. 

* Mr. Kirxs. It could, yes. 

Mr. Dincety. It could. 

Are you seeking, then, to increase the dealer’s markup at the ex- 

nse of the manufacturing corporation ? 

Mr. Kinks. We are not seeking to determine how the manufacturer 
would do it. 

Mr. Dinceti. Then the next question is this: 

Are you seeking by this legislation to increase the dealer’s markup 
or profit margin 4 

Mr. Norron. Yes. 

Mr. Dinegit. You are? 

Mr. Norton. Yes. 

Mr. Dincext. All right. 

Now, this is then going to mean that somebody is going to lose 
money; am I correct or incorrect on this? Any time money happens 
to pass into one hand, it passes out of another. 

If 1am in error on this, please correct me. 

Mr. Norton. If you will give me one second, I will give you a direct 
answer for the record. 

Mr. Dincetu. I hope you will do it very briefly. 

Mr. Norton. Iam going to. 

Your question was: ; : ’ 

Ifit is going to increase, who is going to pay for it? 

Mr. Dincett. Somebody is going to pay this increased profit margin 
tothe dealer. Tell me bi it is going to be, the manufacturer of the 
automobile ? 

Mr. Norton. In the end nobody will pay for it, because the dealer 
that receives this will properly service and condition the car. 

Mr. Dineen. I am not concerned with that answer at all. I don’t 
care who is going to service the automobile or anything else. 

What I want to know is: Who is going to pay this additional cost? 
Is it going to be the manufacturing company? Is it going to be other 
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dealers, or is it going to be the consumer? It has got to be one of the 
three. 

Mr. Norton. Your question was: Will it increase the dealers 
margin of profit and I said “Yes.” 

Mr. Drneexx. All right. Therefore money must flow into his 
hands. 

Mr. Norton. The dealer’s margin of sm will be increased ag q 
result of pulling in his operation so that he can be rewarded upon the 
work that he does. That is the way it will be. 

We spend thousands of dollars a year developing sales that we don’t 

make, that we don’t make a penny on. 

Mr. Hemenite. Will the gentleman yield ¢ 

Mr. Dineett. I will be happy to yield. 

Mr. Hempnit. I think what is troubling the gentleman from 
Michigan—and I know of his concern over the consumer from other 
legislation—the proposition that you people offer as proponents of 
this legislation : 

If this legislation passes, and the costs of the bonus, the cost of 
the rebate—we used to describe it as under the table and they call it 
payola now—will not be passed on to the American consuming public, 

That concerns every member of this committee, because the public 
is not wise in the ways of trading with different manufacturers or 
dealers, and I say that with no dispa iragement. 

I know, when I go to buy a ear, it is very difficult to determine what 
is a good price or what isn’t. I am just an ordinary lawyer and 
businessman. 

I want an automobile and I worry about how to pay for it. The 
obligation that we have to the public, as I understand Mr. Dingell’s 
line of questioning, is to make sure that we are not just asked to buy 
some proposition that the average American, who depends on our 
representative here in passing legisl: ation, is made to pay for. 

If you have got some suggestion to offer as to what you can write 
into legislation ‘like this to make that certain, I think you can answer 
his question. I am not saying that in any way critical. 

Mr. Kirxs. If you will look at the top of page 15 of his prepared 
statement, sir, you will see two tables that are rather revealing and 
relevant to this line of i inquiry. 

Mr. Hempniiy. On what are those tables based, the top of page 15! 
What are the figures based on ? 

Mr. Kinks. That shows the percentage of operating profit on sales, 
and you get a comparative picture of the profit over a 10-year span 
that has been made by the retailing end of the industry as compared 
for the same comparable period to the manufacturing side of the 
industry. 

Mr. Hempuity. Where did you get those figures ? 

Mr. Kirxs. The statistics in the left-hand column are those that 
have been compiled by the research department of the National Auto- 
mobile Dealers Association, and the others are Government figures. 

Mr. Hempuiti. The manufacturers’ profits are Government figures! 

Mr. Kirks. Yes, sir. 

Mr. Hempuit. The figures they put out on retail ? 

Mr. Kirxs. They get most of their information from us, Mr. Hemp- 
hill. We cooperate “with the Department of Commerce and furnish 
this information to them. 
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Mr. Hemphill, what we are attempting to do on this particular point 
is this: Rather than trying to prescribe by legislation that which we 
do not desire, namely, regulating the writing of a contract between 
manufacturer and dealer, we are trying to remove a cloud that has 
been cast over this particular area of the law, which will permit the 
automobile industry in its entirety to sit down and work out a prac- 
tical, feasible, desirable business solution. 

But we are prohibited from doing so now by the threat of crimi- 
nal prosecution by the Department of Justice. This bill, the way 
it is designed, by no stretch of the imagination will lessen competition. 

It does not do violence to the antitrust laws. It will not raise costs. 
It need not raise costs, and there is a limit provided in the amend- 
ments which I hope to be afforded the opportunity of. offering some- 
time this afternoon, a 5-percent ceiling, beyond which their discretion 
could not be exercised in setting any such bonus payment. 

Mr. Hempuiwy. A 5-percent ceiling is in the Senate bill ? 

Mr. Kirks. Yes, sir. 

Mr. Hempeutiti. Going back to what you said about antitrust, we 
have on file, to which I referred to a little bit this morning, when this 
legislation was up in 1954 and 1956, the Attorney General’s Office 
down here said that this would permit an evasion of the antitrust 
laws. 

Mr. Kirxs. The bills before you at that time are not identical, sir, 
with the bills before you today, and that is the point Mr. Norton 
made earlier this morning. 

This bill is the product of the process of elimination, if you will. 
All of these other legislative approaches were tried over the past 6 
years, and today there is before you a bill that is designed to embody 
within the framework of the Robinson-Patman Act a clarification 
ona very narrow front of an area of law which the Department of 
Justice has not seen fit to permit a test case on to resolve the legality 
on the nonlegality of their contention, and neither has the executive 
branch of the Government sought legislation. 

Mr. Dinceii. Will you yield? 

Mr. Hempuitn. Certainly; you have the floor. 

Mr. Dincety. I am trespassing on the chairman’s time. 

You say the Department of Justice has never seen fit to raise a test 
case. If you are convinced of the rectitude and propriety of this and 
it doesn’t violate the antitrust laws, it is within the hands of the 
dealers and of the industry to test this. 

Mr. Kirxs. Mr. Dingell, you can’t expect the manufacturers to 
run a test where, if convicted, they would be guilty of a criminal vio- 
lation. 

Mr, Dincevy. It is possible to do it under the civil procedures of 
law. The Antitrust Division of the Department of Justice handles 
vastly more cases under its civil procedure than it ever does under 
its criminal procedure. 

Mr. Kirxs. That is correct, and we sought such relief from the De- 
partment of Justice and they refused to waive their right to prose- 
cute criminally. 

Mr. Dincetx. I think that is entirely proper. I don’t think that 
they ought to ever sterilize themselves as to whether or not they are 
going to proceed under one particular section of the law or not, 
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This is administration by the Department of Justice and unless you 
have views to the contrary on that, I will have to maintain that view, 

Mr. Kirxs. How would you propose that we do clarify the situa. 
tion if we don’t come to you to amend the law ¢ 

Mr. Drncexx. I would rather not be giving advice. I don’t prae- 
tice law any more. I want to get back to the question that I was talk. 
ing about that Mr. Hemphill was very interested in. You have told 
us that this isn’t going to make an automobile cost any more. 

Mr. Kirxs. No, sir; if you will permit us to set the record straight, 
we have not said that, sir. What we have said is that it need not, 

Mr. Drnce.u. Just a minute, the fact that it need not and will 
not——— 

Mr. Kir«s. Are different. 

Mr. Dincett (continuing). Are two very radically and drastically 
different things. ; 

We are dealing here with the consumers’ money; whether we are 
paying it to automobile dealers or to ice cream vendors, or whoever 
else we might be paying it to, it is still the consumers’ money. 

Now the question. You say, then, that it can increase the costs of 
an automobile dealer to the consumer; am I correct ? 

Mr. Kir«s. That it need not, sir. 

Mr. Dincetx. It need not, but it may. In view of the fact that it 
need not increase the cost to the consumer, will you tell us why you 
have a 5-percent limit on the amount of rebate in there ? : 

Mr. Kirxs. Certainly. 

Mr. Dineeti. Why / 

Mr. Kirxs. If you appreciate the fact that this is not a unilateral 
matter that we are seeking a solution to, there is another party to the 
ultimate determination of how this plan would operate, and that is 
the manufacturer. 

Mr. Dinceitt. Who is going to write the plan or not write the 
plan ? 

Mr. Kirxs. The manufacturer. 

Mr. Drncetx. That is right. 

Mr. Kirxs. I hardly think it is fair to interrogate us on what the 
manufacturer will do, because we don’t know. We are here—— 

Mr. Drneetx. You are supporting the amendment and the bill? 

Mr. Krrxs. Yes, but we are having difficulty 

Mr. Dincetx. The manufacturers, I have no doubt, will say, “We 
are agin it,” and we are going to say, “How are you going to do it!” 
and they will say, “Mr. Congressman, we don’t want you to pass this 
bill.” 

I don’t think you as a proponent should urge construction of a piece 
of legislation by an opponent. 

I have always gone to the proponents and said, “What is it going to 
do? It is your bill and not the manufacturers’ bill.” 

Mr. Krrxs. This is an industry problem. 

Mr. Drneett. It is an industry problem, but it is your bill. 

Mr. Kirxs. That is correct. 

Mr. Drneett. [f it is not your bill, I am willing to be corrected. 
a ore It is. We are proud to sponsor the bill and to support 
the bill. 
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Now, if you will permit me to answer ook question, I only got half 
way through it relative to this bilateral arrangement that has to be 


igned. 
ve do not consider the manufacturers as protagonists here. I men- 
tioned one point, then you did not let me mention my second point 
as to the reasons that have been made known to us as to why the manu- 
facturers are opposed to the legislation. 

Mr. Dince.y. I am greatly concerned. Why ? 

Mr. Kirxs. You would not permit me to answer your question, Mr. 
Congressman. 

Mr. Mack. I don’t want to engage in a controversy, and I hesitate 
to limit the questioning of the members of the committee, but I do want 
to give you a fair opportunity to reply to the question. 

You may proceed, Mr. Kirks. 

Mr. Kirxs. Thank you. 

The manufacturers, so far as we know, have indicated disfavor to 
the legislation because they say that it would be mechanically difficult 
for them to administer; that they don’t have the experience nor the 
machinery. 

We contend that history refutes that. 

Now, the second point: that this would increase the cost of the auto- 
mobile to the consuming public. 

It is our contention that that need not be so; that it depends upon 
the plan designed by the manufacturers as to whether or not it does 
increase the cost to the consumer. And if they so designed it, it is 
conceivable that it could cost more. It need not cost more. 

Mr. Dincetu. I hope that you will limit yourself to whether or not, 
in your response to my questions, this is going to increase the cost 
to the consumer. 

You say it need not, but it conceivably could. So what we are going 
to do, if we pass this bill, will be to place into the hands of the auto- 
mobile dealers and the automobile manufacturers a piece of legisla- 
tion which, in effect, will enable the two parties in negotiations be- 
tween themselves, without a representation by or on behalf of the 
consumers, to work out agreement between themselves without con- 
sultation with consumers, or consumer groups, which can result in 
increased costs of automobiles; am I correct ? 

Mr. Kirxs. Mr. Dingell, we are unaware that there is any pro- 
hibition as to the price that a manufacturer may set today. 

Mr. Dincetn. Tam aware of that fact. 

Mr. Karxs. And this wouldn’t change that privilege, sir. 

Mr. Dinceti. I am aware of that, but this can be an added induce- 
ment to increase automobile costs, can it not ? 

Mr, Kirxs. I think by distorting the intent of the bill, it is pos- 
sible; yes, sir. 

M Dincriu. I am not distorting the intent of the bill. I say it 
can by an added incentive to increase automobile costs to dealers and 
to manufacturers. 

Now. if I am in error, you say so, and I will proceed on that basis. 

Mr. Kirxs. No, I don’t think that it is an incentive to increase 
costs. 

Mr. Dineen. I said that it can be, I didn’t say that it is. 
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Mr. Kirxs. Yes, and we concede that it could be, but it need not be 

Mr. Drnece tt. I see. 

But you keep coming back to the fact that it need not be, and] 
will agree with you on that, but we still keep coming back to the fae 
that it can be an incentive to increase the costs of an automobile to the 
consumer. 

Mr. Kirks. No, sir. 

Mr. Dineett. Didn’t you just say that it could be? 

Mr. Krrxs. I don’t think 

Mr. Dincext. I will have the reporter read your response, 

Mr. Kirks. I don’t think there is any incentive to increase costs, 
We feel that a properly conceived plan, a sincerely administered plan, 
would result in the long run in a reduction of cost to the consuming 
public. 

Mr. Dinceui. I have heard that argument many times. Now, let 
me come around to one last point, Mr. Chairman, and I am going 
to terminate. 

You say that it can be, but it need not be, a means for increasing 
the cost of an automobile to the consumer, is that correct ? 

Mr. Kirxs. That is correct. 

Mr. Drnceti. Certainly, in negotiations on the manner in which 
this is going to be conducted, dealers are going to try and minimize 
the loss that they have to themselves and to each other, whether it be 
a large dealer in a metropolitan area or a small dealer in a rural area, 
isn’t that correct ? 

Mr. Kirxs. That is correct. 

Mr. Drincetu. So certainly there is going to be a pressure ther 
very strongly against any loss to the dealers, is that correct? 

Mr. Kir«s, That is correct. 

Mr. Dinceti. Now, the automobile manufacturer is going to try 
and have his balance sheet and his profit and loss statement at the 
end of the year turn out just a little bit better than last year, is that 
correct 

Mr. Krir«s. I assume that to be so. 

Mr. Dincett. So both of these parties in their negotiations on the 
formulation of this program and this plan are going to seek to main- 
tain at least as good a position as they had in the previous year and 
to perhaps show a little better position after the first year of opera- 
tion, if this proposal] is enacted into law; is that correct ? 

Mr. Kirxs. I assume that is correct. 

Mr. Drneetu. Isn’t that an incentive for both parties to havea 
plan which will raise the cost to the consumer ? 

Mr. Kirxs. I don’t think that follows necessarily. 

Mr. Dincett. All right, it doesn’t necessarily follow, but certainly 
it is a possibility ? 

Mr. Kirxs. There are a great many possibilities, yes. 

Mr. Drncety. Thank you very much. 

Mr. Mack. Any other questions? 

Mr. Curtin ? 

Mr. Curtin. Could I ask one question, Mr. Chairman. 

Mr. Mack. Mr. Curtin. 

Mr. Curtin. Mr. Norton, as a representative of the National Auto 
mobile Dealers Association, have you, or any other of your fellow 
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directors, canvassed your membership as to how they feel about this 
Jegislation ¢ 

r. Norton. The membership? The membership of our associa- 
tion ? , 

Yes, sir; it has been canvassed off and on for the last 6 years, and 
we have made or presented our survey here and asked that it be made 
a part of this record here. These are the results of the survey. 

he last one was taken by an independent survey company that 
we employed to get it plumb away from any association sponsorship, 
and it shows an overall favoritism toward something like this type of 
legislation or similar legislation that we think will stabilize the 
pusiness. There is about 73 percent for some legislation that will 
correct this merchandising system. 

Mr. Curtin. Over the last 6 years there have been various plans 
proposed. What I was curious about is this particular plan as set 
forth in H.R. 10201. 

Mr. Norron. Yes, sir. 

Mr. Curtin. Have you canvassed your membership ? 

Mr. Norton. Yes, sir. 

Mr. Curtin. How do they feel about this plan ? 

Mr. Norton. ‘That was canvassed on this theory: If you desire legis- 
lation, would you prefer legislation that would reward the dealer for 
selling cars in a certain territory rather than one that would penalize 
him if he sold one out. 

Of course, they came back and said they would rather be rewarded 
for selling cars in the territory, and this is it. 

Mr. Curtin. As I understand your answer, you say that if you are 
going to have either a reward or a penalty plan, then your members 
would prefer a reward plan. 

However, how many of your dealers feel they don’t want any type 
of legislation like this at all and how many feel they do want some 
such type of legislation ? 

Mr. Norron. About 27 percent of those that returned the ques- 
tionnaire, about 27 percent of them said they didn’t want anything. 

Mr. Curtin. And the others said that they did? 

Mr. Norron. And the others said that they did; yes, sir. 

Mr. Curtin. Thank you, sir. That is all. 

Mr. Mack. I have a question or two that I would like to ask in con- 
clusion. This is not a new problem, so far as I am concerned. 

I have had the privilege of being familiar with this industry pre- 
viously. My father proposed a similar system of distribution for 
automobiles a quarter of a century ago, so it is not a matter with which 
I am not acquainted. But there are some things that I think need 
clarifying, and I know with your vast background and experience that 
you might be able toshed some light on it. 

IT have the question of residence, which has always been a very diffi- 
cult one in this industry. At times they haven’t exercised a great deal 
of caution in reporting sales according to the true residence. 

_ Would it be necessary to have a bill similar to our labeling bill to 
identify what constitutes a resident 

Do you have any feeling on that at all ? 

_ Mr. Norton. Mr. Chairman, we believe that there must be in ex- 
istence between the manufacturer and the dealer an honorable rela- 
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tionship where they can trust each other. In other words, I don’t go 
how anybody can do business with each other unless they have conf. 
dence, and I don’t think that would be necessary because the fagto 
would have the prerogative, and the sole prerogative, to not pay the 
reward in the area so described, if they didn’t want to, because it jg 
still permissive, and I am presuming that they would do the same 
thing as they do now. 

I send this thousands of dollars of claims to the factory evepy 
month, every month on defective parts and workmanship. I don} 
ever recall them checking those claims. I presume if they ever 
thought I was dishonest with them, they would come down and cheek 
me. 

They may make a spot check just to find out, but I don’t know any. 
thing about it. 

I am presuming they would come down and say, “Well, Norton, you 
have been dishonest. You are not entitled to our reward,” and go 
forth and so on. 

I am presuming that that is the way that this thing would work 

Mr. Mack. Are you speaking of the registrations ? 

Mr. Norron. No, sir, I am not speaking of the registrations at all, 

In other words, I am saying that this reward would be paid by 
the manufacturer to the dealer on the sales of the people that he 
sold within the area that were described in his contract as his own 
responsibility. 

Mr. Mack. You have indicated that you are dealing with them novy, 
with the factories, the manufacturers, and in this case a manufacturer, 
I presume, and he pays you certain rewards, 

What are these rewards paid for? 

Mr. Norron. There will be a sale of a car originating in New York, 
and it will start to California, and it will get into Oklahoma City 
and the motor—I will make this ridiculous maybe—we will say the 
motor falls completely out of it. 

He brings it into my shop and I repair that car and take the nun- 
bers off of it and make the work order and then I send that into the 
factory for reimbursement. 

Mr. Mack. Doesn’t the purchaser also verify the fact that he had 
to repair the car? 

Mr. Norron. Yes, sir. 

Mr. Mack. Are you familiar with registration requirements on the 
part of certain manufacturers? 

Mr. Norton. You mean motor vehicle registration requirements! 

Mr. Mack. No, I am speaking specifically of the registrations of 
sales, when they are comparing figures and your association is e- 
gaged in this business, 

Mr. Norton. You are talking about price class, where they get 4 
company like R. L. Polk come out and say so many cars have been 
sold in this territory ? 

Mr. Mack. I will use myself as an example. I have a residence 
here in Washington, and most of our furniture is here. My wife re 
fers to this home here generally as our home, and I have another 
place—in fact, two houses—in my district, one of which I refer toas 
being home for many, many years, practically all my life. Then! 
also have maintained facilities for my convenience in a very large 
district at certain times of the year, at which time my wife and I go 
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there and we stay there for awhile. Under the provisions of this bill, 
would I be permitted to buy automobiles in all four places ? 

Mr. Norton. No, I would presume—and again I am sorry I used 
that word—that that thing will have to be handled administratively 

the manufacturer or the dealer because the same thing would apply 
as what is known as National Fleet Carriers. Their general offices 
may be in Washington with branch offices al] over the United States; 
that class of people must be exempted. Let them buy from other 
dealers under the same circumstances. | 

In your case, Mr. Chairman, they might take a category that you 
grein and they might exempt you and let you buy anyplace and reward 
the dealer under the same circumstances. 

Mr. Mack. I could buy, if I had a summer home, a car in that area? 

Mr. Norton. Yes, sir. They could do this, because this is permissive. 
You see this is really not a new subject. This is a new approach. 
Before the war, they had all these clauses, penalty clauses, but they 
exempt certain classes of business, and certain individuals from the 
terms of them. It would be possible under your circumstances that 
they could exempt an individual having a like situation such as you 
or a fleet carrier from the terms of this, and you could buy freely 
from any dealer. You can do that anyway. But they would reward 
any deiler that sold you on an equal basis, as they would in the case 
ofa fleet carrier. 

Mr. Mack. I have heard that some dealers on occasion have just 
automatically given new addresses to purchasers, so that the dealers 
could receive full credit for selling in certain areas in certain States. 
I know that your organization lists these registrations by counties. 
Many of those registrations are not true registrations. If this bill is 
enacted, would you have a continuing problem such as that? 

Mr. Norton. The registrations would have nothing to do with it. 
The reason that they falsely register these cars now—and I say it is 
false registration, if a man lives in Oklahoma City and lived there all 
his life and his name is in the telephone book and he is domiciled there 
and he registers somewhere else, I say that is a false registration. The 
reason they do that is so they can impress the factory, make the factory 
think they are selling cars in their own territory when they are selling 
them out. 

Mr. Mack. The reason it is confusing to me is because it seems to 
me that this arrangement is a bonus for that same practice. 

Mr. Norton. No. 

Mr. Mack. To encourage the same practice. 

Mr. Norron. We would say that that is not the way that the bill 
would work. The bill would pay the dealer the reward on the sale 
that he made to a bona fide resident in the territory that was desig- 
nated as his zone of influence, and for that he is held responsible, and, 
of course, that would strictly be between the manufacturer and the 
dealer. They can’t penalize the dealer so if the manufacturer decided 
that the dealer was not being fair and square, they just won’t pay it. 

Mr. Mack. You still would have this problem of area. I am cer- 
tain that the dealer would make an effort to register or report sales 
acertain area. By false reporting of a registration, wouldn’t that 
at least give them an opportunity to save some money or make more 
money ? 
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Mr. Norton. If the manufacturer would be paying out the money— 
and I would presume if they thought that a dealer was falsely 
registering cars for the purpose of collecting extra money from 
them, that they are good business people and that they would check 
him and just wouldn’t pay him. But the point is that it would not 
penalize any other dealer. 

Mr. Mack. There is no extensive investigation, as I understand it, 
of the false registrations. The manufacturers, to the best of my 
knowledge, have not pursued this subject, although they probably 
have evidence that generally registrations are being falsely reported, 

Mr. Norron. They are not now, that is true, because there is no 
reason for them to check them. There is no monetary reason. But 
if the manufacturers were committed to pay an overriding bonus to 
a dealer for a sale within a certain described area, I would think if 
it is going to cost them money that they would certainly check to seg 
if he was being square with them, whether he had falsely registered 
the car for the purpose of collecting additional compensation. That 
would be strictly an administrative problem between the manu- 
facturer and the dealer who sold the car, only. 

Mr. Mack. Now, one last question. You stated that there is no 
prohibition of law, and I notice that your illustration has more 
or less confirmed that. But you have never actually had a test case 
in this area. 

Mr. Norron. It is my understanding that this specific issue that 
we are talking about now has never been directly adjudicated in any 
court of record. 

Mr. Mack. Then it would seem to me that if the manufacturers 
wanted this, that some of them would have tried to engage in this 
practice. 

Mr. Norron. That is just strictly up to speculation. I couldn't 
answer that question. I don’t know why they haven't. 

Mr. Mack. The legislation is entirely permissive, is it not? 

Mr. Norron. Absolutely. 

Mr. Mack. If you don’t have the participation of the manv- 
facturers, then you would not be accomplishing your objectives, 

Mr. Norton. That is correct. 

Mr. Mack. Mr. Norton, do you have any idea whether the manv- 
facturers will participate in the program ? 

Mr. Norton. General Motors has already written a letter to the 
dealers and said that they would not. 

Mr. Mack. That they would not ¢ 

Mr. Norton. Yes. They said that they would not. It was June 
10. We don’t know the positions of the other dealers, of the other 
manufacturers. 

Mr. Mack. There are approximately five manufacturers ? 

Mr. Norton. Yes, sir. 

Mr. Mack. Of automobiles. 

Mr. Norton. There are five recognized manufacturers; yes, sir. 

Mr. Mack. Five. Do you have any estimate of the number that 
would participate ? 

Mr. Norton. Of the what? 

Mr. Mack. Of the number. You have said General Motors is not 
willing to participate or does not desire to participate. Do you have 
any idea as to the position of the rest ? 
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»Mr. Norton. No, sir; I have heard nothing from them. I would 
like to correct astatement. ‘There are six; the Willys Jeep also manu- 
factures Station wagons and trucks, and so you can really say that there 
gre six manufacturers of automobiles today. 

Mr. Mack. Mr. Kirks, I have one final question. I am wondering 
if you feel that additional legislation is necessary to accomplish the 

urposes of your bill. 

Mr. Kirxs. We don’t believe so, Mr. Chairman. 

Mr. Mack. You don’t think it would be necessary to amend the 
Sherman Act or the Federal Trade Commission Act? This bill would 
only waive the provisions of the Robinson-Patman Act ? 

Mr. Kirxs. We feel that this is within the area contemplated by the 
Robinson-Patman Act, and that this could be embodied in that act, 
and to that extent would cover the situation that we are trying to 
address ourselves to. 

Mr. Mack. The Chairman of the Federal Trade Commission didn’t 
seem to be thoroughly convinced that it would do that. 

Mr. Kirxs. It 1s an area where we can recognize there could be a 
difference of opinion. 

Mr. Mack. Thank you very much, Mr. Norton. 

Mr. Norton. Thank you. 

Mr. Kinks. May we have this print offered as our suggested amend- 
ments, Mr. Chairman. This is the committee print of S. 2151 of 
June 10. 

Mr. Mack. Without objection, we will receive the print for our files. 

Mr. Kirxs. All right, sir. 

Mr. Mack. And we will consider amendments in the print as pro- 
posed by you. 

Mr. Kirxs. Thank you, sir. 

Mr. Mack. Mr. Robert McKinsey, general counsel of the National 
Independent Automobile Dealers Association. 


STATEMENT OF ROBERT J. McKINSEY, EXECUTIVE VICE PRESI- 
DENT AND GENERAL COUNSEL, NATIONAL INDEPENDENT AUTO- 
MOBILE DEALERS ASSOCIATION 


Mr. McKinsey. It isa pleasure to be here. 

Iam Robert J. McKinsey, executive vice president and general 
counsel of the National Independent Automobile Dealers Association. 
By independent dealers, we mean those dealers who are not franchised 
by the Detroit manufacturers. Most of them, in other words, are 
used car dealers. 

Mr. Mack. Isthis foreign cars? 

Mr. McKinsey. Many of our member dealers do have franchises 
covering the sale of foreign cars. 

Mr. Mack. Sothey are in fact franchised ? 

Mr. McKinsey. In that limited area. We have a few members who 
are also franchised by Detroit manufacturers, but, basically, we repre- 
sent the individuals who sell used ears. 

Ihave been authorized by NIADA to state that it is vigorously op- 
posed to the passage of the bill now under consideration by this com- 
mittee, because this bill is nothing more than an attempt to legalize 
wrangements between an automobile manufacturer and his franchised 
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dealers which provide for territory and customer allocation in the gale 
of new automobiles. 

By way of introduction to this statement, it may be helpful for me to 
say that the National Independent Automobile Dealers Association 
is a national trade association representing the Independent Automo. 
bile Dealers of America. Our association is managed by a board of 
directors consisting of members from 17 State associations. We cup. 
rently have 60 such State directors. At our annual convention jp 
Chicago in 1958, at our annual convention in Miami Beach recently, in 
January 1960, these State directors unanimously approved a resoly. 
tion vigorously opposing any legislation which would amend the anti. 
trust laws so as to legalize territory security. 

In view of the fact that our State directors are in an excellent, posi- 
tion to know the thinking of their fellow independent automobile deal. 
ers in their home States, I believe that it is fair to say that these above 
resolutions do accurately represent the position of most of the inde. 
pendent dealers in the United States. 

The question might well be raised at this point as to why inde- 
pendent dealers, who do not have franchises from Detroit, are so in- 
terested in this bill which relates to a franchise situation. There are 
three reasons for this interest on the part of independent dealers: 

First. The independent dealer and his family is a member of the 
general public, ona as such has a right to be concerned about any legis- 
lation which he believes not to be in the long-term public interest. 

Second. The independent automobile dealer is an important segment 
of the retail automobile distribution industry and has every reason 
to concern himself with any legislation affecting his industry. 

A much more minor point at the moment, if territory security is 
legalized, it will be but another chain, along with section 3(c) of the 
Automobile Information Disclosure Act, in the iron curtain gradually 
being erected against the rights of the independent dealer to purchase 
new cars from franchised dealers for resale. 

I might add here, Mr. Chairman, that I am not going to discuss that 
point in any detail today because it is pretty much a moot point. 

The issues involved in the proposed legislation are relatively few in 
number and simple in nature. 

I might say they have been very eloquently discussed by the Chair- 
man of the Federal Trade Commission this morning. 

Unfortunately, the proponents of the bill have, unintentionally, 
perhaps, clouded these issues by the use of such misleading, or at least 
nonrelevant, terms as “permissive legislation,” “service responsibility,” 
“clarification of the law,” “territory security,” et cetera. 

Today I heard another phrase “dealer development. program.” 

These are all high-sounding words, but in my opinion they tend to 
obscure the real purpose of this bill. So long as we discuss the bill 
on the level of these terms, it is going to be difficult for Congress to 
adequately consider them and determine what action to take about 
them. 

Let us, therefore, look behind these meaningless concepts and ask 
ourselves what these bills are really intended to do and in what way 
and at what price. 

In an attempt to be helpful, Mr. Chairman, I will be blunt. The 
territory security bills are special interest legislation designed specili- 
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cally to help one group of retail dealers, franchised automobile dealers, 
solve a problem that is more eens than real, and in any event 
should not be solved legislatively from Washington. To be more pre- 
cise, the real purpose of these bills is not territory security but dealer 
security; dealer security which is to be bought at a very great cost 
tothe consumer. In legalizing contracts which will allocate potential 
automobile customers among franchised dealers on the basis of the 
customer’s geographical location, Congress would not only be increas- 
ing the price of automobiles to these customers but, even more serious, 
would be seriously weakening competition at the retail level between 
dealers in the same make of car. Such a program would constitute a 
major breach in our present antitrust laws, which are so important to 
the continued existence of our free enterprise system. 

I believe I understood Mr. Kirks, the very able counsel from NADA, 
to say a little while ago that they did not see this bill as constituting 
a breach of antitrust laws. I couldn’t disagree with him more, and 
I think the position taken by the distinguished Chairman of the Fed- 
eral Trade Commission this morning is support for my very firm 
belief that this bill—first of all, it admittedly would constitute a weak- 
ening of the Robinson-Patman Act, but in addition would affect the 
other antitrust laws. It does constitute, in my opinion, a breach of our 
antitrust program, 

It is no answer, Mr. Chairman, to say that inhibiting or otherwise 
discouraging a dealer from selling an automobile outside of his so- 
called area of responsibility does not prevent him from doing so. 
From a practical point of view, it makes no difference whether penal- 
ties or bonuses are used to influence the dealer, the effect of these bills 
will be to severly limit or restrict the right of the dealer to sell where 
he pleases, to whom he pleases, and of the consuming public to buy 
from the dealer he wishes. The loss of the bonus by the selling dealer 
or the payment of a penalty to the so-called infringed dealer will have 
this effect. In addition, these payments will inevitably increase the 
price of automobiles to the public. 

That is a question that has been discussed at some length today, 
and I would like to quote from a statement made by a Mr. Hufstader, 
a vice president of General Motors, and he made this statement to the 
Senate subcommittee, Senator Monroney’s subcommittee earlier, or 
sometime last year, and I am now quoting him when he says as follows 
in discussing the four territorial security bills introduced in the 
Senate : 

Furthermore, a discount, rebate, or allowance in addition to the existing normal 
discount would result in an additional cost to be ultimately borne by the retail 
customer for which he receives no additional service. 

One final comment is in order. The emphasis placed upon service 
responsibility as a rationale for this legislation does not stand careful 
analysis. This argument, of service responsibility assumes, without 
any proof, that the service business of franchised dealers does not 
and cannot make money unless it is subsidized by the public through 
the payment of higher prices for their automobiles. The existence 
of thousands of independent service businesses in the automotive field 
is proof that subsidization is not necessary, that the service business 
can stand on its own feet. It is hard to believe that franchised dealers 
have so lost their belief in the free competitive economy that charac- 
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terizes the United States that they no longer believe that they can 
operate without subsidy, and refuse to believe that the public wij] 
pay for good service and that the dealer who supplies that kind of 
service will be able to make money on his investment in the service 
business. It should also be pointed out that the automobile mann- 
facturers make adequate allowances for all warranty work done by 
their dealers, whether on cars purchased from that dealer or not. J] 
believe sincerely, gentlemen, that not only is good service required by 
the manufacturers as part of their franchise agreement, but that such 
service will be rewarded by the public. 

In conclusion, I wish to state that the independent automobile deal. 
ers of the United States are convinced that it is in the best interests 
of the United States for the consumer to remain completely free to 
purchase an automobile in any territory from the dealer of his choice 
without the economic barriers attendant to a system of penalties, or 
a system of bonuses which are merely penalties in reverse. 

The National Independent Automobile Dealers Association appre- 
ciates the opportunity to appear before this distinguished committee, 
and wishes to thank you for your courtesy. 

Mr. Mack. How many members do you have in your organization? 

Mr. McKinsey. 2,000, sir, approximately. 

Mr. Mack. Have you polled your organization on this legislation? 

Mr. McKinsey. No, sir, we have not. As I mentioned in my testi- 
mony, at our last two conventions, national conventions, we brought 
this matter before our board of directors, which, as I say, are elected 
from the 17 State associations, and there was a unanimous vote by 
those directors both in our last two conventions in favor of this testi- 
mony and a resolution to that effect was passed. 

Mr. Mack. Mr. Dingell ? 

Mr. Dincetxi. No questions, Mr. Chairman. 

Mr. Mack. Mr. Curtin? 

Mr. Curtin. No questions. 

Mr. McKinsey. I appreciate the opportunity, sir. Thank you. 

Mr. Mack. Thank you. 

Does anyone else desire to testify or have a statement to submit 
today ? 

If not, the committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 3:15 p.m., the committee recessed, to reconvene at 
10 a.m., Tuesday, June 21, 1960.) 
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TUESDAY, JUNE 21, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON COMMERCE AND FINANCE OF THE 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 1334, 
New House Office Building, Hon. Peter F. Mack, Jr. (chairman of 
the subcommittee) , presiding. 

Present: Representatives Mack, Harris (chairman of the full com- 
mittee), Dingell, Hemphill, and Curtin. 

Mr. Mack. The committee will come to order. 

We will continue our hearings this morning on H.R. 10201. 

Our first witness this morning is Mr. Roche of General Motors Corp. 


STATEMENT OF JAMES M. ROCHE, VICE PRESIDENT, GENERAL 
MOTORS CORP.; ACCOMPANIED BY LOUIS H. BRIDENSTINE, 
COUNSEL 


Mr. Rocue. Thank you, Mr. Chairman. 

I would like to present my associate, Mr. L. H. Bridenstine of the 
General Motors legal staff, and, if it is permissible, I would like to 
read a brief statement which we have prepared on this subject. 

Mr. Mack. Very good, you may proceed. 

Mr. Rocur. My name is James M. Roche. I am vice president in 
charge of the distribution staff and dealer relations section of General 
Motors Corp. 

I am appearing before this committee to present the position of 
General Motors Corp. with respect to H.R. 10201. 

At the outset I wish to state that we do not believe that H.R. 10201 
will fulfill the “territory security” objectives which, in our opinion, 
are desirable and necessary for sound business and marketing prac- 
tices in the retail distribution of motor vehicles. 

Quite to the contrary, we believe that the permissive contractual 
provisions of the proposed legislation, if included in automobile dealer 
selling agreements, would result in additional costs to consumers with- 
out corresponding additional benefits to consumers. 

Such a result would not be beneficial to the consumer, the dealer, or 
the manufacturer. We therefore oppose the enactment of H.R. 10201. 

Before detailing our analysis of the proposed legislation, I would 
like to review briefly the history of so-called territory security as we 
know it in General Motors. Representatives of the corporation have 

reviously appeared at hearings of the Commerce Committees of the 

J.8, Senate and the House of Representatives with respect to proposed 
territory security legislation. 
71 
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For that reason, portions of my statement may appear to be repeti- 
tive of what we have heretofore stated to such congressional com. 
mittees. 

Nevertheless, such a review is desirable for a clear understandin 
of our position as to the proposed legislation under consideration by 
this committee. 

Prior to 1936 and at least as far back as the early twenties, Genera] 
Motors’ contracts with its dealers had no specific provision for terri. 
tory security. However, dealer contracts contained a provision 
under which the dealer undertook the sale, or was granted the privi- 
lege of engaging in the sale, of new automobiles in a designated 
territory but not elsewhere. 

In the midthirties, territory security was developed as a General 
Motors’ program. It was conceived as an integral part of quality 
dealer programs established by General Motors and its divisions, 

The objectives of the quality dealer programs were to develop and 
maintain customer and product goodwill through satisfactory sales 
and service of General Motors’ cars. 

To accomplish these objectives, it was necessary that a dealer have 
an adequate place of business properly located, complete sales and 
service facilities, and sound sales and service policies, 

Furthermore, to obtain maximum sales potential within any desig- 
nated area with a satisfactory profit to the dealer, there had to bea 
reasonable relationship between the number and size of dealerships in 
a specified area and the potential of the demand for the product in 
that area. 

With this in mind, General Motors made a study at that time of 
the sales potential in all areas of the United States and the develop- 
ment of a plan for establishing the right number of dealers, of ade- 
quate size, in appropriate locations in each area. 

To implement this program, it was decided that, having established 
a dealer within an area of adequate potential for him to operate ata 

rofit, he should receive some compensation for that portion of the 
usiness which might be lost to him through sales made to customers 
residing in his area of responsibility by dealers from other areas, 

It was recognized that the dealer in his area of responsibility had 
in most instances contributed to some extent to the ability of the dealer 
outside the designated area to sell to a customer located in the desig- 
nated area through advertising and salesmanship, as well as mainte- 
nance of service Facilities which the customer would normally expect 
would be made available to him in connection with the operation of 
his motor vehicle. 

In fact, experience shows that the customer who pares a new 
motor vehicle outside of the area in which he lives has, in many in- 
stances, made a decision as to the motor vehicle that he will purchase 
after a visit to the sales and service facilities of the dealer located in 
the area in which he resides. 

In 1937 the territory security plan was placed in effect formally 
through a clause entitled “Adjustments on Sales Outside of Terr 
tory” which was incorporated in the Buick, Cadillac, Oldsmobile, and 
Pontiac selling agreements. Chevrolet adopted its territory security 
plan in 1940. : 

This territory security program was discontinued with the expira- 
tion of the Chevrolet dealer selling agreement on October 31, 1949. 
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The territory security provisions in the Chevrolet dealer selling 
nts provided for the operation of the plan substantially as 
herein outlined. 

If a new Chevrolet motor vehicle was sold by an authorized Chev- 
rolet dealer to a person, firm, or corporation whose actual residence 
or, in the case of commercial cars, whose place of business was located 
within the area of responsibility of another Chevrolet dealer or other 
Chevrolet dealers, then the selling dealer was obliged to pay the sum 
of $35 within 48 hours after the sale and delivery of the vehicle. 

If the direct payment was not made within 48 hours, then the selling 
dealer was obliged to pay the sum of $55. 

Such payments were to be made to the dealer in whose area of re- 
sponsibility the purchaser resided, or directly to Chevrolet if the pur- 
oe resided in a multiple-dealer area of responsibility. 

If the selling dealer failed to make payment of the lesser amount 
within the 48-hour period, Chevrolet, upon notice of such failure, 
made demand for the account of the dealer or dealers in whose area 
of responsibility the purchaser resided for the larger amount due. 
Chevrolet then disbursed any such payments to the dealer or dealers 
for whose accounts such payments were received. 

The purpose of the plan was not to prevent selling out of territory 
but was to partially compensate the dealer in connection with ex- 

nditures he incurred in carrying out his sales and service responsi- 

ility in his designated area. 

This is indicated by the following excerpts from a bulletin issued 
by Chevrolet to its sales representatives, after the plan was estab- 
lished. 

I quote from that bulletin: 

In the territory security plan, Chevrolet feels that it has made a real con- 
tribution to the Chevrolet dealer organization which will promote dealer stabil- 
ity and permanence and encourage a Chevrolet dealer to concentrate his selling 
efforts in his own community, thereby increasing owner goodwill and dealers” 

fi 
TE torsitows security plan is not to be confused with so-called closed terri- 
tory, because a customer is at liberty to purchase wherever he chooses; * * *. 

The General Motors territory security program remained in effect 
until November 1, 1949, when it was discontinued upon advice of coun- 
sel, by the exclusion of territory security provisions from the new 
selling agreements executed as of that date. 

Court: decisions, particularly the Standard Stations case, decided in 
June 1949, indicated that a new trend or philosophy in the interpre- 
tation of the antitrust laws might be developing under which it would 
no longer be permissible, as it had in the past, to justify limited re- 
straints, designed to insure customer conte as being reasonable 
and necessary for the protection of lawful business objectives. 

Although counsel for General Motors did not. believe that the new 
legal concept was sound or, in fact, should properly be extended to 
the General Motors territory security plan, nonetheless they felt that 
they could not subject the corporation or its officials and employees to 
the risk of legal action under the antitrust laws, particularly since a 
criminal statute was involved. ‘ 

Since that time several suits have been instituted by the Depart- 
ment of Justice challenging different types of territory protection 
plans, or provisions, which have resulted in consent decrees being 
entered against the defendants. 
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Solely on the basis of business considerations, namely the begt 
interests of the customer, the dealer, and the manufacturer, the Posi- 
tion of General Motors Corp. with respect to “territory security” wag 
set forth by the president of the corporation, in a telecast talk to 
all General Motors dealers on March 2, 1956, when he stated: 

It was with great reluctance that the clause on territory security was pe 
moved in 1949. If today it were considered to be legal, such a clause woulq 
be incorporated in the agreement. I want you to know that it was much to 
my regret that our counsel advised us in 1949 that the continuation of that 
clause could, under views then held by Federal antitrust agencies, result jp 
a criminal indictment for violation of the antitrust laws. While some of ys 
did not understand the legal technicalities involved, we were bound by that 
opinion. 

Again in September of 1958, the position was restated by Mr. John 
F. Gordon, president of General Motors Corp., in a letter to Genera] 
Motors dealers commenting on Senate bill 4293 introduced in the 
U.S. Senate by Senator Potter, during the 2d session of the 85th 
Congress. 

I quote from that letter: 

The bill would permit General Motors again to incorporate territory security 
provisions in its franchise agreements, thus enhancing the profit opportunities 
for all of our franchised dealers commensurate with their individual business 
abilities and their investment in facilities for the display, selling and servicing 
of our products. 

* o Pa * * * * 

Careful study of the issues involved in the proposed legislation as they 
have manifested themselves in the proposed legislation as they have mani- 
fested themselves over the past few years, as well as our prewar experience 
with territory security provisions, prompts us to support such legislation. Our 
interest as a manufacturer is important since it results from our desire to 
preserve the franchise system of distribution. This is secondary, however, 
The primary concern is that of all franchised distributors and dealers. This 
bears importantly on their day-to-day sales and distribution practices and on 
their ability to improve their profit position. * * * 

In our opinion, legislation to permit “territory security” such as 
heretofore existed in the General Motors franchise agreements would 
be very much in the public interest. 

It should be emphasized, however, that the permissive contractual 
provisions contemplated by H.R. 10201 are entirely different from the 
“territory security” provision formerly included in General Motors 
franchise agreements. _ HY 

Our concept of a realistic and workable territory security provision 
provides for the sharing of the gross profit opportunity by the selling 
dealer with the dealer within whose area of sales and service respon- 
sibility the purchaser resides. 

This concept provides a means of compensating a dealer for his 
investment in personnel and in sales and service facilities established 
and maintained to provide for the requirements of purchasers in those 
instances where the dealer does not otherwise participate in the gross 
profit potential of the sale to such a purchaser residing in his area of 
responsibility. 

Participation in the gross profit opportunity on a car purchased by 
a resident of a dealer’s area of responsibility from another dealer, 
establishes a desirable customer-dealer relationship. 
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As a result such car owners receive consideration with respect to 
their after-sale service requirements equal to that given to car owners 
who have purchased their cars directly from such dealers. 

The provisions contemplated by H.R. 10201 establish no basis for 
such customer-dealer relationship. On the contrary, a dealer would 
receive nothing from the sale by an outside dealer to a purchaser 
residing in his area of responsibility. 

However, he would receive a premium on sales he made to pur- 
chasers residing in his area of responsibility. Thus, he would be 
inclined to take care of the service requirements of the car owners, to 
whom he has made sales, before satisfying the service requirements of 
car owners who have purchased their cars from other dealers. 

H.R. 10201 would authorize the establishment of a dealer’s area of 
responsibility and the manufacturer would be permitted to give deal- 
ers an additional discount, rebate, or allowance for each sale to a 
eustomer within such area. 

Traditionally, the pattern of distribution of motor vehicles has 
always provided for the establishment of a dealer’s area of sales and 
service responsibility. Moreover, the normal discounts from list price 
at which the manufacturer sells its products to dealers contemplate a 
fair profit opportunity to compensate the dealer for his investment 
in personnel and in sales and service facilities to handle the needs of 
customers to whom he sells. 

Any additional discount, rebate, or allowance would represent com- 

nsation for performing sales and service obligations which the 
sale is already contractually obligated to perform, and for which 
General Motors has already provided compensation by selling its 
products at an established discount from list price. 

Furthermore, it would represent an item of cost incident to retail 
distribution—which is neither a production cost nor a wholesale dis- 
tribution cost. As such, it should be provided for in the list price and 
would result in increases in list prices and additional costs to con- 
sumers. 

General Motors Corp. is not in favor of any so-called territory 
security program which has the effect of increasing costs to con- 
sumers without providing corresponding benefits to consumers. 

Another very serious deficiency in H.R. 10201, in the opinion of 
our counsel, is its failure to exclude dealer franchise agreemeents 
containing permissive contractual provisions authorized by the pro- 
posed legislation, from the provisions of the Sherman Act, the Clay- 
ton Act, and the Federal Trade Commission Act. 

As stated previously, General Motors Corp. removed territory se- 
curity provisions from its dealer franchise agreements in 1949 because 
our counsel advised us of a developing trend in the interpretation of 
the antitrust laws which might make such provisions unlawful. 

Representatives of the Justice Department have appeared before a 
number of congressional committees in hearings on proposed legisla- 
tion which would permit the inclusion of territory security provisions 
in automobile franchise agreements. 

_ They have consistently taken the position that agreements entered 
into between each of several distributors or dealers, on the one hand, 
and a single manufacturer, which have the effect. of allocating terri- 
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tories among the distributors or dealers, are unlawful under the anti- 
trust and related laws. 

Accordingly, it would seem obvious that if it is the intent of Con. 
gress to make the Federal antitrust and related laws inapplicable to 
territory security provisions in automobile dealer franchise agree. 
ments, the legislation should specifically enumerate the Federal stat. 
utes as to which the exemption 1s to be granted. 

H.R. 10201 fails to make the congressional intent clear. 

In summary, we oppose the enactment of H.R. 10201. It will re. 
sult in additional cost to consumers. It is not beneficial to the dealer 
or the manufacturer, and it could result in litigation to determine the 
congressional intent and the scope of the immunity provided under 
the antitrust and related laws. 

Finally, we believe it advisable to inform the committee that, be- 
cause of our stated objections to H.R. 10201, General Motors Corp. 
would not include the permissive “territory security” provisions con- 
templated by such legislation in our dealer’s selling agreements, if 
such legislation should be enacted into law. 

We appreciate the opportunity afforded us to present our position 
on this legislation. 

Mr. Mack. Thank you. 

Mr. Dingell ? 

Mr. Dincett. Thank you, Mr. Chairman. 

T listened to your statement with a great deal of interest. I want 
to first begin by raising several of the questions which come about as 
a result of the hearings yesterday, me perhaps clarify some of the 
points in your statement. 

First, there is no question in your mind but what the position of 
yourself and the company which you represent today is opposed to 
H.R. 10201, am I correct, sir? 

Mr. Rocue. There is no question whatsoever, Mr. Dingell, that we 
are opposed to H.R. 10201 as it is presented today. 

Mr. Dincetu. There is, in addition, I am advised, pending before 
this committee, although on which hearings have not officially been 
scheduled, S. 2151 which is a similar but not identical bill, with certain 
modifications. Have you had an opportunity to study S. 2151 and 
analyze the specific differences between that bill and H.R. 10201 
pending before the committee ? 

Mr. Rocue. Yes, sir. We are familiar with S. 2151 and we are 
also opposed to the provisions in that bill. 

Mr. Pewee. You oppose, also, S. 2151 ? 

Mr. Rocue. Yes, sir. 

Mr. Drincetx. Will you tell us very briefly the reasons why you 
oppose S. 2151, sir? 

Mr. Rocur. We oppose S. 2151 because it provides for the payment 
of an extra amount of compensation for sales within designated terri- 
tory, in much the same manner that H.R. 10201 does. Additionally, it 
does not provide or clarify the intent of Congress, in the opinion of 
our counsel, as to the provisions of the Sherman, the Clayton and the 
Federal Trade Commission Acts. 

Mr. Drneeii. What you are telling us, then, is the same objections 
that you stated in your full statement with regard to H.R. 10201 apply 
in full to S. 2151, is that correct ? 
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Mr. Rocne. Yes, sir, that is correct. 

Mr. Drnceiy. 1 would like to go just a little further with you. Yes- 
terday the inference was raised in the testimony given by proponents 
of the legislation that the automobile manufacturers give a series of 
rebates, discounts, and so forth to the various dealers. The language 
of the bill, S. 2151 on lines 14 on page 3 says: “Additional discount, 
rebate, or allowance to the dealer”—is it the practice of your corpora- 
tion to give additional discounts, rebates to dealers in one area where 
they do not give them to dealers in another area 

Mr. Rocue. No, sir, I would say that that is not true, Mr. Dingell. 
From time to time, we do provide discounts, rebates or promotional 
allowances of one kind or another to facilitate the sale of automobiles. 
Where such discounts, rebates or allowances are made, they are made 
ona uniform basis across the country and are available to all dealers 
under substantially the same circumstances. In other words, if we 
had an allowance, for example, to facilitate the movement of some 
cars during a particular month, the rules under which the rebates or 
allowances would be paid would be established, and those would be 
applicable to all dealers under the same provisions and the same gen- 
eral rules. 

Mr. Dincett. The reason for that is the Robinson-Patman Act 
which requires specifically discounts, rebates in price differentiations 
shall be equal and the same all across the country ; is that correct ¢ 

Mr. Rocue. That is one of the reasons; yes, sir. 

Mr. Dineeii. And in this you are attempting to comply with the 
law and not give special rebates ? 

Mr. Rocue. Not give special consideration to one dealer as com- 
pared to another. 

Mr. Dincet. I went to the trouble of referring to the Senate hear- 
ings last night, and I read the testimony of Mr. Hufstader on page 36 
of the Senate hearings. His testimony is substantially identical to 
that which you have given this morning. There was an interesting 
colloquy there where it appears between Senanee Monroney, Mr. Power 
and also between Mr. Hufstader, who is one of the vice presidents of 
your company. In that, there was only one discount on bonus—I 
don’t think bonus is the proper word—which was mentioned, and that 
was the yearend clean-up during which General Motors attempts to 
stimulate previous to the new model by offering discounts all the way 
across the bowed to various dealers; is that correct ? 

Mr. Roce. Occasionally that happens, Mr. Dingell. There is no 
formal policy, and there is no regular procedure for providing bonuses 
ofthat nature. The amount and the extent of bonuses and the timing 
of such bonuses would be determined entirely in the light of existing 
conditions at the particular time of the year at which they might be 
offered. 

Mr. Dincevu. This is offered equally to all dealers. 

Mr. Rocue. It is offered equally to all dealers under whatever the 
rules might be; that is right. 

_ Mr. Dineeti. And you don’t, for example, try to stimulate sales 
in one market by offering a different rebate in one area than you would, 
let us say, in another ? 

Mr. Rocue. No, sir, we do not. The bonuses or the allowances 
- are available are available to all dealers on exactly the same 
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Mr. Diner. There is one other thing that was mentioned in that 
hearing, and that was on parts, where a dealer is permitted to make 
sales, let’s say, to gasoline stations, service stations and so forth, Js 
there any special preference which is given in connection with thi 
kind of sale? 

Mr. Rocue. Yes, sir, there is, but it is part of the normal discount 
structure in our parts business, has been since January 1, 1954, and jg 
available to all dealers on the same basis throughout the United 
States. There is no special preference of any kind. 

Mr. Drncetu. There is one thing that we had quite a lengthy col. 
loquy on yesterday, in my questioning of the proponent witnesses for 
this bill. The question was asked a number of times as to whether or 
not this bill would increase costs to consumers of automobiles, Ip 
your statement you state that this bill would increase costs to con. 
sumers, at several points. I was particularly interested in this par. 
ticular aspect of the bill. 

I examined the witness on this very carefully yesterday, and I was 
attempting to find out where this additional bonus or rebate or dis. 
count would come from and where it would go to. I think it was 
fairly well agreed among all parties, and all witnesses were agreed 
that the bonus would go to a dealer. 

The next question was where would it come from. Would it come 
from the manufacturer? In other words, would General Motors 
take this out of its profits or make a change in its pricing structure 
to accommodate this? I would like to get your comments on this lat- 
ter point. 

Mr. Rocusz. The amount of money involved in this legislation, Mr. 
Dingell, is such a tremendous amount that, as is pointed out in our 
statement, it could come, in our opinion, from only one place, and 
that would be from increased costs to the consumers, and that is one 
of the important reasons why we are against the provisions of this 
bill, because we would see no other way, if this were enacted into law, 
than to increase the price of our cars to recover the amount of this 
additional allowance. 

We feel that in so doing, we would be acting against the best in- 
terests of the public, the dealers, and ourselves as manufacturers, 

Mr. Drneexu. In other words, you feel that this could not come 
from the profits or from the existing price structure of General 
Motors Corp., and would require an additional charge to be made 
on the consumer ? 

Mr. Rocue. I think that that is exactly right, Mr. Dingell. To 
illustrate my point, taking the experience for the calendar year 1959, 
if this law had been in effect during 1959, our potential liability for 
payment to dealers would be in excess of one-half billion dollars for 
General Motors Corp. alone. 

Mr. Dinereii. And what would that run per car? 

Mr. Rocur. That would run per car about $160 to $165, That 
is average. That would vary, of course, from the lowest priced car to 
the highest. On a Chevrolet, it might run $125 on some models. On 
the Cadillac, it could get up to $500 or $600, 

Mr. Diner... No further questions, Mr. Chairman. 

Mr. Rocnz. May I add one thing more 

Mr. Dincen. Surely. 
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Mr. Rocue. Which may serve to clarify your mind on this point? 

The subject of additional discounts and rebates has been an im- 

rtant part of the consideration in the previous testimony, as we un- 
erstand it, and just to give you some idea of perspective, any bonuses 
or rebates that we have had in the last couple of years would range 
from 1 to 6 percent of the total amount of money that I have just 
estimated this proposed legislation would cost General Motors Corp. 
So I think it 1s obvious that there is a wide difference between the 
amount of bonuses and payments, rebates, whatever you want to call 
them, for a new car announcement in the full facts of the case com- 

ared with the impression that has been conveyed as to the amount 

of money that is being spent. The inference, of course, being that 
that money was sufficient without increasing the price to the con- 
sumer. That definitely is not the case. 

Mr. Dincet. Let me ask you just one last question. 

You mentioned the previous program which General Motors had. 

Mr. Rocup. Yes, sir. 

Mr. Drncetx. I would be fair in inferring there is a difference be- 
tween the two, between the program contemplated by the bill here 
and that which previously existed ? 

Mr. Rocue. There very definitely was quite a difference, Mr. Ding- 
ell. The plan formerly in effect at General Motors provided for a 
sharing of the portion of the normal gross profit resulting from the 
sale of an automobile between the dealer who sold the car and the 
dealers who had responsibility for the territory into which the car was 
sold. Inthat way, it did not increase the cost to the customer. It was 
a division of the gross profit opportunity to insure the customer full 
service consideration between the two dealers. There is a vast differ- 
ence, of course, in this particular area between our past practice and 
the proposed bill. 

Mr. Drneetu. In other words, under the previous practice, the 
money on the sale outside of the territory flows from the dealer who 
made the sale and to the dealer who had control of the territory, if 
you wish to use that term ? 

Mr. Rocue. That is right. 

Mr. Dince.t. Whereas here it would flow from the manufacturer to 
the dealer in effect ? 

Mr. Rocne. In effect, it would flow from the customer to the manu- 
facturer to the dealer under this program. 

Mr. Dinceii. Thank you very much, Mr.Chairman. Thank you. 

Mr. Mack. Mr. Curtin ? 

Mr. Curtin. No questions. 

Mr. Mack. Mr. Hemphill? 

Mr. Hemrnuiy. I have a couple of questions, What percentage of 
your dealers are sympathetic to your attitude on this legislation ? 

Mr. Rocue. I can’t answer that question, Mr. Hemphill, because 
we have never polled our dealers to determine that question. Some 
dealers are, of course, in favor of it, some dealers are opposed to it. 
The opinion as to the desirability of this legislation is by no means 
tnanimous on the part of all General Motors dealers, in my opinion. 
But we have no factual data to back up any specific conclusion along 
that line. 

Mr. Hemrut. I have here one of the letters which was written by 
your president, John F. Gordon. 
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Mr. Rocue. Yes, sir. 
Mr. Hempum.. To the General Motors distributor dealers. In the 
second paragraph of that letter, he said: 


General Motors is on record with its dealer and distributor organization that 
we would support legislation permitting the inclusion in dealer selling agreements 
of “territory security’ provisions such as existed in General Motors franchise 
agreements from 1939 to 1949. Our experience with this type of “territory 
security” provision convinces us that it is beneficial to dealers and does not 
penalize purchasers. 


Now, as I recollect, at that time, if you made an out-of-territory 
sale, you would make payment to the dealer whose franchise you 
invaded, and your company would favor legislation like that, to 
permit that? 

Mr. Rocue. Yes, sir; if the laws were changed to permit that 
practice, we would favor that type of legislation. 

Mr. Hempuimu. Mr, Chairman, for the benefit of the committee, 
I would like to have unanimous consent to insert this letter in the 
record at this point. 

Mr. Mack. Without objection, the letter will be included in the 
record. 

(The letter referred to is as follows :) 

GENERAL Morors Corp., 
Detroit, Mich., June 10, 1960. 
T'o General Motors Distributors and Dealers: 

We believe that the position of General Motors with respect to Senate bill 
2151, approved by the Senate Committee on Interstate and Foreign Commerce, 
for consideration by the U.S. Senate needs to be clarified. The confusion arises 
because for many years prior to 1950 General Motors incorporated in its selling 
agreements “territory security” provisions, and also because of the wide pub- 
licity recently given to a statement endorsing territory security as it then 
existed in General Motors made in 1938 by the then chairman of the board of 
General Motors Corp. 

General Motors is on record with its dealer and distributor organization that 
we would support legislation permitting the inclusion in dealer selling agree 
ments of territory security provisions such as existed in General Motors fran- 
chise agreements from 1939 to 1949. Our experience with this type of territory 
security provision convinces us that it is beneficial to dealers and does not 
penalize purchasers. 

On the other hand, we are convinced that the so-called territory security 
provision which would be made permissible by the enactinent of Senate bill 2151 
would result in additional costs to consumers. Moreover, Senate bill 2151 does 
not clarify the congressional intent with respent to the Sherman Act, the 
Clayton Act, and the Federal Trade Commission Act, nor the immunity pro- 
vided against such antitrust laws. We therefore oppose its enactment. 

The franchise relationship between automobile manufacturers and dealers 
has been adopted as the approach best suited to the sale and service of motor 
vehicles. In the evaluation of this franchise relationship and the resulting 
benefits to the dealers and the manufacturer, the consumer interest must not be 
ignored. 

Senate bill 2151 would permit General Motors to grant dealers an additional 
discount or allowance for sales made by them to purchasers residing within 
their respective areas of responsibility. Such amounts would represent addi- 
tional compensation to the dealer for performing sales and service obligations 
which he is already contractually obligated to perform and for which General 
Motors has already provided adequate compensation by selling its products at 
an established discount from list price. Such payments would also represent 
additional items of cost, presumably to be paid for by the consumer, for sales 
and service benefits to which he is already entitled by reason of the contractual 
relationship existing between the dealers and General Motors. 

While a corresponding reduction in the basic discount would offset the pay- 
ment of such an additional discount or allowance, thus avoiding the increased 
cost to the consumer, this does not appear to be a practical solution. Our 
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rience has convinced us that territory security should provide for the 
sharing of the gross profit opportunity by the selling dealer with the dealer 
within whose area of sales and service responsibility the purchaser resides. 
On May 20, 1960, following the reporting of Senate bill 2151 to the Senate 
Committee on Interstate and Foreign Commerce, I wrote to Senator Magnuson, 
chairman of the committee, and expressed the reasons for our opposition to 
the bill. A copy of my letter is attached. You will note that in this letter, I 
advised Senator Magnuson that General Motors Corp. would not include the 
rmissive contractual provisions contemplated by such legislation in our 
dealers’ selling agreements if amended Senate bill 2151 should be enacted. 


Sincerely yours, 
Joun F. Gorpon, President. 


GENERAL Motors Corp., 
OFFICE OF THE PRESIDENT, 
Detroit, Mich., May 20, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MaGnuson: I am writing in reference to amended 8, 2151, 
identified as the Monroney territory security bill, recently reported out of the 
Special Subcommittee on Automobile Marketing Practices to the full Senate 
Committee on Interstate and Foreign Commerce. 

While it is a matter of public record that General Motors Corp. has sup- 
ported legislation which would permit the inclusion of economically sound 
territory security provisions in automobile dealer franchise agreements, we 
cannot support amended §S. 2151. Our analysis of this bill indicates that it 
will result in increases in list prices and additional cost to consumers; more- 
over, it fails to clarify the scope of immunity provided against the antitrust 
and related laws. 

Our position on territory security is based upon 10 years’ successful operation 
with territory security provisions in our dealer selling agreements. Territory 
security was developed by General Motors as an integral part of its quality 
dealer programs. The objectives of the quality dealer programs were to develop 
and maintain customer and product geodwill through satisfactory sales and 
service of General Motors cars. 

In the midthirties General Motors undertook a study of the sales potential in 
all areas of the United States and the development of a plan for establishing 
the proper number of dealers and the appropriate locations in each area. Im- 
plementing the quality dealer programs it was decided that it would be equitable 
for a dealer, who invested in sales and service facilities to serve his area of 
customer responsibility, to share the gross profit opportunity on sales made to 
customers residing in his area by dealers from other areas. It was then recog- 
nized, as it is today, that the dealer in his area of responsibility contributed to 
some extent to the ability of the selling dealer to make the sale through adver- 
tising and salesmanship, as well as by providing service facilities which cus- 
tomers rightfully expect. 

In 1937 the territory security plan was incorporated in selling agreements of 
four of our five car divisions. The fifth division adopted it 3 years later. 

The purpose of the plan was not to prevent selling out of territory. The fol- 
lowing quotation is taken from a bulletin issued by Chevrolet to its sales repre- 
sentatives at that time: 

“The territory security plan is not to be confused with so-called closed terri- 
tory, because a customer is at liberty to purchase wherever he chooses * * *.” 

After 10 years’ experience with the General Motors territory security plan, it 
was abandoned in 1949 upon advice of our legal counsel that the Antitrust Divi- 
sion of the Department of Justice regarded such arrangement as a restraint of 
trade in violation of the antitrust laws. 

While the apparent objective of amended S. 2151 is to permit the reinstitu- 
tion of territory security provisions, our analysis of the bill indicates that it 
camnot successfully accomplish that objective. It is defective in the following 
respects : 

1. Additional discounts, rebates, or allowances to automobile dealers on 
automobiles sold by them to purchasers residing in the dealers’ area of re- 
sponsibility will result in additional cost to consumers ; and 
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2. The failure of amended 8. 2151 to exclude dealer franchise agreements 
containing contractual provisions, ostensibly made permissive by amended 
S. 2151, from the provisions of the Sherman Act, the Clayton Act, and the 
Federal Trade Commission Act could result in litigation to determine the 
congressional intent and the scope of the immunity provided. 

Amended S. 2151 would permit General Motors to give dealers an additiong} 
discount, rebate, or allowance for sales made by them to purchasers residing 
within their respective areas of responsibility. Such payments, however, would 
represent additional compensation for performing sales and service obligations 
which the dealer is already contractually obligated to perform, and for which 
General Motors has already provided compensation by selling its products at an 
established discount from list price. 

No territory security legislation should provide for the giving of an additiong) 
discount, rebate, or allowance to any automobile dealer on sales to purchasers 
residing in his area of responsibility. Any proposed legislation should permit 
the sharing of the gross profit opportunity by the selling dealer with the dealer 
within whose area of sales and service responsibility the purchaser resides. Our 
experience with this type of territory security provision convinces us it is work. 
able and does not penalize the purchaser. 

Representatives of General Motors Corp. appeared at hearings before the 
Special Subcommittee on Automobile Marketing Practices in support of 8. 997, 
introduced by the late Senator Langer, of North Dakota. During these hearings 
we voiced our objection to S. 2151 as being contrary to the best interests of 
consumers. A copy of the statement by William F. Hufstader, vice president, 
General Motors Corp., filed with the subcommittee at the time of his appearance 
on June 22, 1959, is attached hereto. The changes reflected in amended §, 2151 
do not eliminate the basic defects of the original bill. 

Another very serious deficiency in amended S. 2151 is the failure to exclude 
dealer franchise agreements containing contractual provisions, ostensibly made 
permissive by the bill, from the provisions of the Sherman Act, the Clayton Act, 
and the Federal Trade Commission Act. The Justice Department and the 
Federal Trade Commission are opposed to territory security provisions in auto- 
mobile dealers’ selling agreements on the theory that they result in the allocation 
of potential customers on the basis of the location of such customers’ residence, 
and, therefore, violate the antitrust and related laws. Accordingly, it would seem 
obvious that if it is the intent of Congress to make the Federal antitrust and 
related laws inapplicable to territory security provisions in automobile dealer 
franchise agreements, the legislation should specifically enumerate the Federal 
statutes as to which the exemption is to be granted. Amended S. 2151 fails to 
make the congressional intent clear. 

We believe it advisable to apprise the committee not only of our objections to 
amended S. 2151 but also of the fact that General Motors Corp. would not include 
the permissive contractual provisions contemplated by such legislation in our 
dealers’ selling agreements if amended S. 2151 should be enacted. 

I am enclosing herewith 20 additional copies of this letter and the attachment. 

Sincerely, 

JOHN F. Gorpon. 

Mr. Hempnity. With that in mind, your president went on to say 
that he had written Senator Magnuson a letter on May 20 in which 
he had attacked the provisions of 8. 1251, and he attacked it because 
he said it was deficient because the congressional intent had not been 
defined as to the Clayton Antitrust Act, the Sherman Antitrust Act, 
the Robinson-Patman Act, and some others. Is it your opinion, then, 
that if this legislation were enacted, it would be the opening wedge 
in an attempt to break down our antitrust laws? 

Mr. Rocue. I am not an expert on antitrust laws, obviously. 

Mr. Hemrniti. Well, this is not a legal question. This is a policy 
question. 

Mr. Rocue. Yes. But it would be my opinion that such would not 
be the case. We are engaged in the nin Putte and distribution of 


highly complex mechanical products, which require in the public 
safety and in the safety of the individuals who are using those prod- 
ucts adequate and proper service attention. 
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Mr. Hementy. Aren’t we faced with this problem here on this 
subcommittee? Aren’t we faced with the problem of trying to do 
something beneficial for the customer by authorizing the agreements 
described by you between the dates of 1939 and 1949? That is one 
thing that we have a choice on. But converse to that choice, or per- 
haps along with it, if we are going to give you that choice then do 
we not have to sweep aside the antitrust laws to do it? 

Mr. Rocue. There certainly would have to be a change from the 
interpretation of the application of the antitrust laws to this particu- 
lar problem in our case, because we discontinued our previous practice 
in 1949 because of the interpretation and construction that was being 
placed on the practice by the Justice Department. So any legislation 
that we would support or anything that we could include in our 
agreement along those lines would certainly have to provide us with 
immunity against those laws before it would be possible for us to in- 
clude them in our agreement. 

Of course the fact that we had this kind of an arrangement or terri- 
tory security arrangement did not prevent the customer from buying 
a car wherever he pleased. The customer could still go anywhere in 
the United States and buy his car. There were certainly no restric- 
tions imposed on him. But what this did do is to provide some meas- 
ure of protection for the customer to insure adequate service of that 
automobile, and at the same time it provided some measure of protec- 
tion to the dealer in whose area the customer resided and who was 
maintaining service facilities, parts inventories and so forth, to serv- 
ice that car. 

Mr. Hempuity. Might I ask you if section 2 of the Senate bill were 
amended—do you have a copy of it ? 

Mr. Rocue. I don’t have it in front of me. 

Mr. Hemenity. Counsel will hand it to you. 

If section 2 of S. 2151, which seems to be the legislation to which 
you have the least objection, if section 2 were amended on line 10 
to include not only—I believe that is the Robinson-Patman Act pro- 
vision—— 

Mr. Rocue. Yes, sir. 

Mr. Hemruiwy. That is set forth there at 49 Statutes at Large 
1526, title 15, United States Code. Now, if that were amended to 
include appropriation sections of the Sherman Act, the Clayton Act, 
and the Federal Trade Commission Act, would you people be in 
favor of the legislation ? 

Mr. Rocneg. No, sir; we would not be. That would satisfy that 
portion of the requirement, but it would still not satisfy the payment 
of the 5 percent or up to 5 percent amount to the dealer for in- 
territory sales. We, of course, are opposed to that section of it. 

Mr. Hempnity. You are opposed to the 5-percent. section ? 

Mr. Rocue. Yes, sir. 

Mr. Hemrnimy. You think there should be no percentage, a greater 
percentage, or a lesser percentage ? 

Mr. Rocur. We are opposed to any percentage payment under that 
method. What we are suggesting is that based upon our experience 
and our knowledge of the practices that occur in the marketplace, 
that some form of territory security similar to that in effect through- 
out General Motors from 1939 through 1949 represents the most. prac- 
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tical approach from the standpoint of the interested parties, the 
customers, the dealers, and the manufacturer. 

Mr. Hemruim.. As I read section B—I would like to be corrected, 
if Lam wrong: 

Mr. Rocue. All right, sir. 

Mr. Hempnitn. On page 3, lines 23, as I read it that is permissive, 
up toa 5-percent ceiling; is that right ? 

Mr. Rocue. It does not exceed 5 percent; yes, sir. 

Mr. Hemeumn. That is permissive up to a 5-percent ceiling, Yoy 
think there should be no ceiling ? 

Mr. Rocue, It is permissive for the manufacturer to pay up to 5 
percent. That is the provision, of course, to which we object, be. 
cause that is the provision that would necessitate increasing prices to 
the consumer. 

Mr. Hempui. So long as it is permissive, why would it necessitate 
increasing the prices? My understanding is it is permissive. 

Mr. Rocue. If it were permissive and not Soni and we have taken 
the position that we would not use it, of course, then the statute would 
have no effect or meaning insofar as the dealers are concerned. 

Mr. Hempui. I believe you have already said that if the legisla. 
tion were enacted you wouldn’t include it in your contracts anyway, 

Mr. Rocuer. That is right, sir. That makes the legislation mean- 
ingless insofar as General Motors 

Mr. Hempnmu.. The next question is who in your judgment would 
= in favor of this legislation, the small dealer, the large dealer, or 

th? 

Mr. Rocur. I think there are some small dealers and some large 
dealers in different sections of the country who would be in favor 
of this legislation, and, of course, to the extent that this legislation 
would provide an additional income for dealers potentially, I don’t 
ees that perhaps too many of them would object to it. 

fr. Hempuity. Might I ask if a customer goes and buys a car for 
$200 less now, under—and I use this word because the Justice Depart- 
ment calls it bootlegging so we can understand it—under the boot- 
legging privilege, the customer who goes and buys a car for $200 less, 
how is the customer being charged more for the automobile? It was 
testified as to that yesterday. How is that passed on to the customer 
if he is charged less ? 

Mr. Rocue. $200 less than what, Mr. Hemphill ? 

Mr. Hempuiw. Suppose a dealer in territory A finds a dealer in 
territory B has come over into A territory and sold to a customer a 
General Motors product for $200 less than A has been selling it or 
would sell it to this same customer who had contacted A. How is 
that passed on to the consumer, or is it passed on to the consumer, in 
your opinion ¢ 

Mr. Rocue. Under today’s situation the suggested price would be 
the same in both cases. The customer would have made a $200 better 
deal outside the territory than apparently he could have made within 
the territory in that particular situation. But if this legislation were 
enacted, then whatever the price of that automobile was, if it was for 
$3,000, we will say, what I am saying is that we would have to In- 
crease the list: price, the suggested price of our car, the price at which 
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we would sell it to the dealer, which, in turn, has some effect certainly 
on the price at which he sells it to the customer. The price of that 
ear would go up $150. He still might sell it for $200 less than the 
other dealer, but the price would still have been increased by the $150 
that it would take to finance this approach to territory security as sug- 

ested in H.R. 10201 and S. 2151. 

Mr. Hempuity. One final question. I am sorry to ask so many 
questions, but I am very much interested in your testimony. 

Mr. Rocne. That is all right. 

Mr. Hempnitt. What has General Motors done of itself to give 
these people who buy these franchises—allow these franchises. some 
territory security 4 

Mr. Rocne. ‘To give them some territory security # 

Mr. Hempeuiy. Yes. 

Mr. Rocur. Of course, it is beyond our province as we interpret the 
law to do anything to give them territory security. 

Mr. Hempuiii. As you interpret the law, it definitely says you can’t 
doit? 

Mr. Rocue. That is right; but we do try to maintain an orderly dis- 
tribution of our a through analysis of territory to determine 
the proper distribution of cars within those areas, to determine the 
proper number of dealers that should service that area and promote 
service policies that are going to protect the customer. Those are the 
things that we do to try to resolve this question as equitably and as 
fairly as we can under existing circumstances. 

Mr. Hempniiy. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Mack. Thank you very much for your testimony. 

Mr. Rocne. Thank you. 

Mr. Dincett. Mr. Chairman, just very briefly—Mr. Roche, I want 
to say that the gentleman seated at your right happens to be a good 
friend of mine. I see him every Sunday morning at church at 7 
o'clock Mass. 

Mr. Bripenstine. Thank you very much. 

Mr. Rocnz. Thank you very much, Mr. Chairman, for your 
courtesy. 

Mr. ice Our program has been rearranged and as a result the 
program of this committee has been rearranged and we have only 5 
minutes remaining this morning for public testimony. 

Tecan offer you this alternative. 





STATEMENT OF WILLIAM H. McGAUGHEY, VICE PRESIDENT, 
AMERICAN MOTORS CORP.; ACCOMPANIED BY V. E. BOYD, DIREC- 
TOR OF AUTOMOTIVE SALES OPERATIONS 


Mr. McGavaury. Mr. Chairman, I have already spoken to Mr. 
Williamson and if it is agreeable, we will put the prepared statement 
in the minutes and take a couple of minutes to summarize our position. 

If you have any questions, Mr. Boyd, who is director of our auto- 
motive sales operations, and I will be very glad to try to answer them. 

Mr. Mack. Without objection, your entire statement will be in- 
cluded in the record. 
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(The statement of Mr. McGaughey referred to is as follows:) 


TESTIMONY OF WILLIAM H. McGAuGHEY, VICE PRESIDENT, AMERICAN Moropgg 
Corp. 


My name is William H. McGaughey. I am vice president of American Motors 
Corp., which manufactures and distributes Rambler cars and Kelvinator electri. 
cal appliances and also distributes the Metropolitan car made for our company 
abroad. I am accompanied by V. E. Boyd, director of automotive gales 
operations. 

As background for stating American Motors’ position on H.R. 10201, I woulda 
like to direct the committee’s attention to the fact that average new car prices 
are beginning to decline. Concurrently, used car prices also are dropping, eyep 
though used car sales are up slightly. 

This happy break for the American consumer is a contributing factor, of 
course, to the solid upturn in new car production and sales volumes that the 
industry is showing in 1960. 

In evaluating the legislative proposal before you today, members of this com. 
mittee will wish to weigh this question: Will the present trend of wholesale and 
retail car prices be arrested or offset by legislative sanction of a national price 
discrimination policy at the automotive retail level? 

Proponents of the proposed legislation now before this committee are reported 
in the trade press to favor tapping the factories for money required to pay the 
proposed dealer bonus for territorial sales. This is another way of saying to 
the manufacturers, “incorporate the bonus in your distribution costs.” And 
that, of course, is equivalent to demanding, “put the bonus in the purchase 
price of the car.” We foresee no compensating benefits to the customer for this 
added burden. 

Because under the proposal the dealer who sells in his own territory receives 
a price advantage, H.R. 10201 and its Senate counterpart would establish, as 
national policy, price discrimination between competing dealers of the same 
make of car. The import of the bill, therefore, would be to discourage the 
customer from buying from someone other than his nearest dealer. The dealer 
whose sale is thus partially subsidized would be put in the position of being 
able to out-trade competing dealers of the same make on the basis of price alone, 
and without regard to the adequacy of his service or his willingness to win the 
eustomer’s favor in other ways. 

The concepts expressed in this proposal are in conflict with sound American 
economic principles. The economic progress of our society is importantly linked 
to the development of better sales opportunities for efficient sellers and to 
giving the consumer greater freedom of choice. 

The dealer who grows and prospers is not customarily one who places his 
major reliance for new business upon static geographical boundary lines, but 
a merchandiser who is motivated to render better service to car buyers in the 
selling and maintenance of the product, thus expanding his market, and conse 
quently that of his factory. 

The discriminating American consumer is again exerting a decisive influence 
in the U.S. automobile industry after enduring an underdog role in the imme 
diate postwar years and after being largely ignored as a factor in product de 
termination in recent years. 

The strength and persistence of consumer demand for compact and smaller 
ears has effected a revolution, almost overnight, in automobile manufacturing 
and merchandising. The resultant effects generally have been beneficial to the 
national economy. 

American motorists themselves are major beneficiaries of the upheaval they 
helped to create. The buyer of a compact car is likely to save in operating costs 
alone $137 a year, or $1,370 over the 10-year life of the car, compared to the 
operating costs of an average standard-mode!l 6-cylinder car, according to the 
February 22 issue of U.S. News and World Report. 

Taking into account the anticipated size of the compact car market, and savings 
in initial price of the product, fuel expense, insurance, maintenance, and other 
costs, American Motors’ analysts estimate that this vear the annual savings 
to new car buyers in the United States could amount to as much as $880 million 
over the first year’s use as result of the switch to more economical units. 

From March to April, used car prices recorded in the Bureau of Labor Statistics 
cost-of-living index showed the sharpest decline since their inclusion in the 
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index of 1950. The weekly trade publication Automotive News in its June 20 
jssue reports a $83 decline in the average wholesale price of used cars between 
June 1959 and June 1960; a year ago a $96 increase was registered in June 
over the corresponding month of 1958. The reason for the price decline of recent 
model cars, according to the June 11 issue of Business Week, is as follows: 

“When the manufacturers several years ago built the cars that are now the 
ysed 1955 and 1959 models they just built in too much price for 1960 cir- 
equstances.” 

One of our major concerns about the consequences of the proposed legislation 
is this: I 

Higher prices without compensating increases in product value, limitations 
on dealer sales opportunities, or the implanting of a spirit of complacency 
through protected dealer territories would, in time, tend to adversely influence 
the manufacturer’s overall sales volume, thus increasing his costs or lowering 
his profits, or both. 

Our company’s experience from 1954 to 1958 in overcoming the twin evils of 
mounting costs and dwindling profits was too recent for us to lose sight of the 
deleterious effects of the declining sales curve. We know its painful consequences 
for employees, vendors, stockholders, and dealers. 

The members of the American Motors family are intimately familar with 
the stony countenance and the benign smile of the American consumer. Our 
larger Nash and Hudson models, though world renowed for performance and 
dependability, were among the earlier casualties in the consumer revolt against 
product and price trends of the 1950’s which has now erupted into the compact 
ear revolution of the 1960's. 

In decided contrast, our pioneering efforts with the compact Rambler sue- 
ceeded in restoring our company to a position of profitability and enabled 
Rambler dealers to realize higher net profits per percentage of sales than the 
industry averages reported by the National Automobile Dealers Association. 

Despite the recent marketing success our company has enjoyed, we’ve been 
handicapped by the so-called Good Faith Act, enacted as result of organized 
dealer agitation. In particular this legislation proved an adverse factor several 
years ago following the dropping of our Nash and Hudson lines when we sought 
to eliminate inequities between dealers in metropolitan markets who once han- 
died different lines of cars but who then began to handle Rambler alone. 

By turning to Congress for laws to deal with generalized factory-dealer prob- 
lems, Organized pressure groups tend to eliminate the flexibility required to 
deal with specific problems that exist within the individual company and its 
dealer family. This creates inequities through the process of legislation. When 
our marketing executives have found it desirable to take out some dealers be- 
cause of improper location or because they were pursuing bad practices or doing 
things that are contrary to the interests of our dealers generally, technicalities 
under the Good Faith Act prevented the company from moving. 

I have commented specifically on this law because it has a bearing on the 
company’s attitude toward H.R. 10201, although admittedly the latter is of a 
decidedly different character and is permissive rather than mandatory. 

This bill, like the Good Faith Act, deals with a competitive problem that we 
feel should not be dealt with through legislation. In our opinion, neither the 
National Automobile Dealers Association or any other multiple-line dealer 
group or any legislative group should properly deal with the competitive aspects 
of the factory-dealer franchise. American Motors factory must handle with its 
dealers any problems growing out of the franchise, and the other manufacturers 
likewise must work out with their dealers such problems in their own way. In 
our case we have a mechanism for getting at such problems, known as the 
American Motors Dealer Advisory Board, which when it was established 5 years 
ago was termed by NADA’s then executive vice president as “The most progres- 
sive step taken by any manufacturer.” We prefer to maintain the decidedly 
competitive advantages that come through our top management and other com- 
pany Officers and executives working out mutual problems face to face, in a 
democratic manner, with dealer representatives elected by the American Motors 
dealers themselves. 

While the proposed legislation is permissive, American Motors undoubtedly 
would have difficulty avoiding going along if one or more major manufacturers 
adopted protected territory bonus payments and if our dealers demanded this 
franchise feature as something they wanted for competitive or other reasons. 

As with the Good Faith Act, this proposed legislation would penalize a con- 
pany in the process of growing more than it handicaps the major automobile 
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companies. Three years ago American Motors sales accounted for only 2 percent 
of the industry’s sales. If we’d been forced to adopt closed territories at that 
time, it would have been impossible for American Motors to have increased our 
market penetration to the 7 percent we enjoy today. 

In American Motors’ bid for an established position near the top of the auto 
motive business, our company continues to be placed at some competitive dis. 
advantage. Our dealer representation throughout the Nation still is substanti. 
ally under our major competitors in number and below the strength we will re 
quire to support our projected production volumes. Unlike several of our major 
competitors, whose dealer development programs are largely accomplished, we're 
in the process of adding dealers. To be forced for competitive reasons to carve 
out only partially developed territories and grant franchises that limit the 
further development of markets where our representation is currently inade 
quate, would prevent us from fully capitalizing upon a revolution in the mar- 
ketplace Rambler has helped create. 

From past experience of this company and its predecessor companies in ad- 
ministrating another type of territorial protection plan, which was abandoned 
more than a decade ago, our central office and field personnel had an ample taste 
of how unworkable such plans can become. The frequent disputes between deal- 
ers, the involvement of customers in the disputes, the voluminous bookkeeping 
and considerable expenses of policing and administrating the program all de 
tracted from more creative sales efforts of that period and added to the cost of 
putting the product into the consumer’s hands—which naturally he had to pay 
for. 

While this witness is not prepared to deal with this question, our attorneys, 
too, have expressed some doubts whether the proposed legislation would protect 
any manufacturer who adopted a plan under it. Whether those drafting H.R. 
10201 gave adequate consideration to the “restraint of trade” provisions of the 
Sherman Act is a question the committee eventually may wish to consider. 

In summary, American Motors is opposed to the passage of H.R. 10201. We 
believe that the practices permitted under the bill are fundamentally unsound 
and would involve considerable unproductive expenses that the customer must 
largely bear in terms of higher new car prices. We maintain, too, that the 
freezing of marketing areas would present greater handicaps to smaller auto 
mobile manufacturing companies than to the larger ones, restricting their abil- 
ity to make the most of existing opportunities in the mushrooming compact ear 
market. 


Mr. McGaveney. I am accompanied by V. E. Boyd, director of 
automotive sales operations of our company. 

In brief, Mr. Chairman, our position on the bill is one of opposi- 
tion, for two reasons : 

We feel it would penalize the consumer in terms of higher prices. 

We also feel it would penalize a smaller manufacturer such as 
American Motors, which is in the process of growing, and which 
needs further market distribution. Our company needs further de- 
velopment of its sales territories, rather than closed territories. 

One thing I would like to call to your attention, which I think is 
of some significance: 

As you may be aware, automotive prices, both wholesale and retail, 
on new products, are declining for the first time since the midthirties. 

In other words, there is a definite downward trend in new car 
automotive prices. ‘There is also a downward trend in used car prices. 

As of yesterday, Automotive News, our industry’s weekly trade 
publication, reported an $83 decline in used car prices over a year 
ago. A year ago there was a $96 increase over the previous year. 

This bill, if translated into legislation, and if practiced by some 
of the automohile companies, could arrest and might even offset some 
of these price benefits to the consumers, which we think would be 
unwise. 

Now, just a couple of points in connection with American Motors’ 
position : 
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Three years ago we had about 2 percent of the market. We now 
have about 7 percent of the market. If this territorial security bill 
had been law, and we had been foreed to comply with it, we would 
not have grown as rapidly as we have. Even though we know it is 

rmissive, we fee] that we are such a small factor in the industry, 
if General Motors or Chrysler or Ford adopted it, it would be very 
likely that our own dealers for competitive reasons would say, “We 
want you to go along, too.” 

We feel if we had been restricted in the development of our terri- 
tories, that we would not have grown as rapidly as we have. 

Now, our point is this: 

That we would rather deal face to face with our dealers on this 
matter of the franchise, which is a competitve matter. 

We feel it would be unwise to have a frozen position in this respect. 

We feel we would be handicapped just as we were handicapped 
by the “good faith” bill of 3 years ago which restricted our growth 
at a time we were coming out of a period of virtual bankruptcy. 

Since that time, fortunately, we have gone in the black, and our 
dealers are making better than average profits. So we have managed 
to go forward despite that handicap. But I want to assure you it 
was a real handicap. 

Now, I don’t intend to get into the legal aspect of it. Mr. Kintner 
appeared to make a telling point in that respect yesterday. 

Mr. Roche has covered some points that we also were planning to 
cover. 

So, if agreeable with you, we will rest on that, and open ourselves up 
toany questions you may wish to ask or have time to ask. 

Mr. Mack. The Chair would just like to state that it is agreeable 
with us. 

Mr. McGaueuey. Fine. 

Mr. Mack. Mr. Dingell? 

Mr. Dineeit. One brief question, sir. 

Does your firm, American Motors, give any rebates to any dealer 
which are not available in precisely the same way to any other dealer? 

Mr. McGavecuey. I would like for Mr. Boyd to answer that; he is 
on the firing line. He has daily contacts with our dealers and our 
zones. 

Mr. Borp. No, we do not, Mr. Dingell. 

In the last 2 years we have paid no rebates or cleanup merchandis- 
ing allowances, as it is termed in the industry, at all to our dealers. 

In our franchise we have a 5-percent provision, which at the an- 
nouncement of new models we automatically pay every dealer 5 per- 
cent of the list price of all new cars which he has on hand at the time 
of the new model introduction. But other than that, we have paid no 
merchandising allowances or rebates during the past 2 years. 

Mr. Dincett. And you do not pay to any one dealer any rebate 
which is not available to any other dealer in the same way ? 

Mr. Boyp. No,sir. That is right. 

Mr. Dince.u. This also includes discounts, special allowances and 
so forth ? 

Mr. Borp. That is right. 

All dealers have uniform discounts, regardless of their size. 

Mr, Dineeii. Thank you, Mr. Chairman. 

Mr. Curtin. May I ask one question ? 
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Mr. Mack. Mr. Curtin. 

Mr. Curtin. Does your company provide any form of territorja) 
security to your dealers at this time? 

Mr. Boy. Not as a closed territory in the franchise, obviously, be. 
cause we consider it illegal, just as Mr. Roche pointed out. 

However, we do evaluate every market on a planning potential bagis 
based on the previous year’s registrations in that particular area, and 
the dealer’s planning potential is established on a reasonable percent. 
age of that market, and cars are allotted and so on, on that basis. By 
to build a fence around him, so to speak, no. 

Mr. Curtin. That is all, Mr. Chairman. 

Mr. Mack. I just have one final question. 

The representative of General Motors indicated that they would 
not participate in such a program, if this law, this bill, is enacted into 
law. 

Since it is permissive, they indicated this morning they would not 
participate. 

What is your position ? 

Mr. McGaucuey. While we, as a factory, are opposed to the bil] 
for a number of reasons, we are not prepared to make that final com- 
mitment because : 

First. We have not polled our dealers. 

Second. We feel that we have unequal bargaining position in this 
distribution area. We might be forced into it, if the majority of our 
dealers wanted it and pressured us for it because of competitive 
reasons. 

So we can’t give you a categorical, flat statement in that respect. 

Do you want to add to that ? 

Mr. Boyp. We have a dealer advisory board which is elected by the 
dealers of our 22 zones, and there is one representative elected from 
each zone. 

At the last meeting in February, this question was raised for a 
ballot. 

Now, this, of course, does not represent our complete 3,000 dealer 
body. There were only 22 dealers present, but they were almost 
equally divided on this. 

I would say that our dealers were almost 50-50 for it or against it, 
as near as we can determine, without a complete poll of the entire 
dealer body. 

Mr. Mack. Would you be bound to participate, if your advisory— 
dealer advisory committee recommended it ¢ 

Mr. Boyp. No, sir, we would not be legally bound to. 

Mr. Mack. Thank you for your testimony this morning. We have 
been asked to include a telegram which we have received from the 
Studebaker-Packard Corp. in opposition to the proposed legislation. 

(The telegram referred to is as follows:) 

New YorK., N.Y., June 20, 1960. 
Hon. OREN HARRIS, 


House of Representatives, 
House Office Building, Washington, D.C.: 


Studebaker-Packard Corp. is opposed to the passage of the automobile terri- 
torial security bill under your sponsorship now being considered by the House 
Interstate Commerce Committee. Protected territories are contrary to the 
basic principles of our free enterprise system and result in higher prices to 
consumers by reducing competition among dealers. Our opposition is based 
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on the reasons set forth in our telegram of June 23, 1959, to Hon. A. 8. Mike 
Monroney, as follows: 

“Senate bills 997, 2042, 2047, and 2151 now under consideration by your com- 
mittee are opposed by Studebaker-Packard Corp. for the same reasons, among 
others, answers set forth in our statement to Hon, Charles E. Potter dated June 
94, 1958, and incorporated in the report of the Committee on Interstate and 
Foreign Commerce concerning Senate bill 3865. A return to the use of terri- 
torial security provisions in automobile dealer franchises would, among other 
things, have a harmful effect upon independent automobile companies such as 
Studebaker-Packard Corp. because of the high costs involved in establishing 
and administering a territorial security system of penalties. We believe these 
additional costs are unwarranted, and the reduced competition which would 
result among dealers could only mean an increase in retail prices to automobile 
purchasers and an inordinately heavy financial burden upon the smaller auto- 
mobile manufacturers. 

“We wish to reaffirm our belief in free competition among automobile man- 
ufacturers and among automobile dealers. Studebaker-Packard dealers as a 
group report a higher net profit per car sold than all other dealers as a group 
according to available statistics, and we do not see that either the public or 
our vast dealer body will benefit from the proposed territorial security legis- 
lation. An especially serious problem would be presented to us as an inde- 
pendent automobile manufacturer by the enactment of such legislation, because 
many of our dealers also hold a franchise from one of the Big Three manu- 
facturers. It would be practically unworkable for us to establish the area of 
responsibility of our dualed dealers in terms different from the territories de- 
fined by the Big Three for their dealers, resulting in a restriction upon our 
own freedom to act in the best interests of our dealers and their customers. 
Even though the proposed legislation is permissive rather than mandatory, the 
adoption of such legislation would result in increased pressure upon us to 
follow the pattern of our large competitors, although we can see no benefits 
from it. The reaction of dealers polled as to these bills indicates a strong mi- 
nority in opposition to any legislation. We urge you not to enact legislation 
which would further complicate the operations of independent automobile man- 
ufacturers.” 

H. E. CHURCHILL, 
President, Studebaker-Packard Corp. 


Mr. Mack. It is necessary to adjourn our public hearing this morn- 
ing. 

Our schedule for tomorrow is not definite. We will make an effort 
to hear witnesses scheduled for today following the scheduled wit- 
nesses tomorrow. 

However, if there are any witnesses in the room today who desire 
to file statements, we will be glad to receive the statements for the 
record at this point. 

Our colleague, Mr. Johansen, of Michigan, has called me concern- 
ing Kenneth Krum, of Michigan, who, he states, is not able to be in 
the city tomorrow, and I would think, Mr. Krum, if you are present, 
it would be advisable for you to file your statement at this time. 

Mr. Stump. I am accompanying Mr. Krum here. I think he wants 
to indicate concurrence with a statement which will be filed by cer- 
tain North Carolina franchise dealers and make an addition to it, and 
I would like to ask if it would be proper, after they have appeared 
tomorrow, for me to file Mr. Krum’s additional remarks in the rec- 
ord ? 

Mr. Mack. Following the North Carolina dealers; is that correct ? 

Mr. Stump. Who, I believe, are scheduled next in your agenda. 

Mr. Mack. Without objection, the committee will stand adjourned 
until 10 o’clock tomorrow morning. 

(Whereupon, at 10:50 a.m., the hearing was adjourned, to recon- 
Vene at 10 a.m., Wednesday, June 22, 1960.) 
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WEDNESDAY, JUNE 22, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON COMMERCE AND FINANCE OF THE 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 1301, 
New House Office Building, Hon. Peter F. Mack, Jr. (chairman of the 
subcommittee), presiding. 

Present : Representatives Mack, Dingell, Hemphill, Keith, and Cur- 
tin. 

Mr. Mack. The committee will come to order. 

This morning we continue hearings on H.R. 10201 relative to the 
distribution of automobiles in interstate commerce. 

Our first witness this morning is Mr. William T. Gossett, vice pres- 
ident and general counsel of the Ford Motor Co. 

Mr. Gossett, do you have a prepared statement this morning ? 


STATEMENT OF WILLIAM T. GOSSETT, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, FORD MOTOR CO.; ACCOMPANIED BY RICHARD 
B. DARRAGH, ASSOCIATE COUNSEL, FORD MOTOR CO. 


Mr. Gossett. I have, Mr. Chairman, and with your permission I 
would like to read it. 

Mr. Mack. Very good. 

Would you care to introduce your associate ? 

Mr. Gosserr. My associate at the table here with me is Richard B. 
Darragh, associate counsel. 

My name is William T. Gossett. As vice president and general 
counsel of Ford Motor Co., I am here at the invitation of the sub- 
committee to discuss, on behalf of our company, House bill 10201, 
which purports to permit the establishment of a program for “terri- 
tery security” for automobile dealers. 

Mr. Chairman, just 2 days less than 1 year ago, on June 24, 1959, 
I submitted a statement to the Subcommittee on Automobile Market- 
ing Practices of the Senate Interstate and Foreign Commerce Commit- 
tee, with respect to four bills then under consideration by it on the 
subject of territory security for automobile dealers. Precisely 1 year 
before that, on June 24, 1958, I appeared before the same subcom- 
mittee and testified with respect to a bill introduced by Senator Pot- 
ter, S. 3865, on the same subject matter. 

June is here : again, and I welcome the opportunity to express our 
views regarding the legislation now under consideration. I welcome 
it because the bill deals with a subject that is a matter of great interest 
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and concern to Ford Motor Co. dealers, as well as to franchised auto- 
mobile dealers generally. 

I should have mentioned perhaps, Mr. Chairman, that we were 
also here in 1956 in April. At that time, there were three bills before 
the Klein committee, one of which dealt with territory security. It 
sco fit into the theme so well because it wasn’t June and we skipped 
aye 

W e oe the franchised dealer system as the best yet devised to 
sell and service automobile vehicles. Because of our community of in- 
terest with our dealers we want to do our utmost to insure our dealers’ 
success. Therefore, any proposal that concerns them concerns us, and 
we are anxious to give it full and serious consideration. 

House bill 10201, now before the subcommittee, reflects a philosophy 
of merchandising that has been the subject of dispute and controve rsy 
among automobile dealers for almost 40 years. The most recent 
phase of the controversy was activ ated 3 years ago, in June 1957, when 
Frederick J. Bell, then executive vice president of the NADA expressed 
to the automobile manufacturers a desire of the NADA directors— 
for action * * * that would be directed at * * * the establishment of some form 
of territory protection * * *, 

This desire for action led to the legislative efforts in the years 1958 
and 1959, to which I have referred; and presumably a newly ex- 
pressed desire underlies the hearings now being held. Actually, as I 
shall relate, the basic controversy over the subject of territory se- 
curity commenced as early as 1917 and has flared up intermittently 
ever since. 

At the root of the controversy is the fact that among franchised 
new car dealers there are and always have been some dealers whose 
objectives and methods of merchandising automobiles are diametri- 
cally opposed to those of certain other dealers. At varying points 
between these two extremes stand the remainder of the dealers. On 
the sidelines, but very much interested in the outcome, are nonfran- 
chised used car dealers who oppose any measure that would tend to im- 
pair their ability freely to buy new cars from franchised dealers and 
resell new cars in competition ‘with franchised new car dealers. 

At one extreme is a group of dealers who want to be free to sell 
cars to anyone, and at whatever price they see fit to charge. They 
want to sell aggressively, cultivate whatever markets may be available 
to them, and seek customers wherever they may be found. They go 
out after the business, confident that they can prosper and grow in an 
atmosphere of free competition, Many of them have been successful. 

These dealers regard a certain amount of cross-selling, that is the 
sale of a new vehicle at retail by a dealer to a customer residing in the 
geographical trade area of another dealer in the same make of vehi- 
cles, cross-selling as a basic right, and many of them oppose any 
pl ‘oposal that would have the effect of fencing them in—of confining 
them to sales to customers residing only in their immediate tert'- 
tories. Indeed, some of these dealers contend that if they were not 
permitted to sell widely, they would have to close their doors because 
the sales potentials of a restricted territory would not support the 
facilities and organizations that they have built up over the years. 
Many of these dealers have built their sales volume through skillful 
merchandising and superior service to their customers. 
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At the other extreme is a group that believes that while automobile 
dealers should have to contend with competition from dealers of other 
makes of cars, they should not have wide open competition from 
dealers in the same make of cars. By and large, they prefer to sell 
fewer cars at higher margins of profit and place greater emphasis 
upon service to their customers. It is their view that cross-selling 
should be discouraged because it is damaging to the business of all 
dealers, threatens the stability of the automotive distribution system 
and renders it unattractive and unprofitable ; and that it has a tend- 
ency to discourage the investments in dealership facilities necessary 
to assure to the public the service that it deserves. Accordingly, 
these dealers seek strong territory protection. 

There is much to be said for the point of view of each group of 
dealers. Unquestionably, the cross selling engaged in by some deal- 
ers is irresponsible and demoralizes the market for all. It evidences 
a lack of statesmanship, for it is damaging to the business of other 
dealers. In addition, 1t invites retaliation, which can only result in 
injury to the business of the dealer who engages in it. Moreover, 
there can be no doubt that excessive, irresponsible cross selling could 
discourage the flow of investments into dealerships and ultimately re- 
duce the effectiveness of franchised new car dealers generally to serve 
the public to its satisfaction. On the other hand, some cross selling 
is regarded by most dealers as both desirable and inevitable. 

In the opinion of many dealers, any program that would effectively 
deter cross sales, either by rewarding intraterritory sales, or by penal- 
izing extraterritory sales, inevitably would have a significant impact 
upon the car-buying public. It would tend to restrict the freedom of 
choice of people who are in the market for automobiles. Many of 
these customers initiate cross sales by shopping around among dealers 
and by cross buying. 

To the extent that the consumers’ freedom of choice were limited 
by bonuses or penalties to dealers and the retail price differences they 
would create, the sales opportunities of some dealers, at least, would 
also be limited. This would have a tendency to decelerate industry 
sales. Reduced sales, in turn, would tend to increase unit costs and 
the price to the consumer. 

As I indicated earlier, the NADA in 1957 espoused a program in- 
tended to discourage cross selling. The initial plan called for in- 
fringement payments to be made by the selling dealer to the dealer 
into whose territory the sale was made. A variant of that plan, ad- 
vanced by a group of dealers calling themselves the Automobile 
Dealer Survival Association, proposed that the manufacturers pay 
bonuses for sales made by dealers to customers residing in the selling 
dealers’ territories. 

The NADA requested the views of the Antitrust Division of the 
Department of Justice with respect to both the NADA and the 
ADAS plans. They were advised as follows by Judge Hansen, then 
head of the Division: 


*** it is my duty to inform you that it is my view that each of the pro- 
posals which you describe raises serious questions under the antitrust laws 
Ineluding allocation of customers, division of territories, boycotting of non- 
franchised dealers, and resale maintenance. For all of these reasons, I feel 
that it would not be in the public interest for automobile manufacturers to 
include such provisions in their franchise agreements (hearings of Senate Sub- 
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committee on Antitrust and Monopoly of the Committee on the Judiciary, Pe, 
ruary 19, 1958, transcript, pp. 2425-G, 2425-H). 

Evidently as a result of this forthright expression of views by 
Judge Hansen, the NADA undertook to sponsor a bill, Senate bil 
3865, which was introduced by Senator Potter. This bill would haye 
exempted from the application of the antitrust laws systems of com. 
pensation payments by manufact urers to dealers for sales within their 
territories. Lengthy hearings were held on this bill in June of 1938 
at which time I submitted a statement and testified on behalf of oyp 
company. 

In my statement, I explained that territory security and programs 
designed to minimize cross-selling had been a subject of controversy 
among Ford Motor Co. dealers as early as 1917. At that time, our 
company’s form of sales agreement recited that sales by dealers ty 
residents in the territories of other dealers were damaging to other 
dealers and Ford Motor Co., and a provision was incorporated under 
which the dealer agreed to pay the company $100 as liquidated dam. 
ages for each such sale. The company agreed in turn to pay the 
dealer a commission of 10 percent of the list price of the vehicles in 
the event that the company itself made a direct sale to a retail buyer 
in the dealer’s territory. In those days, Ford Motor Co. sold some 
cars from its assembly plants directly to retail customers. 

This plan satisfied no one, and as a result of litigation and dissatis. 
faction with it among the dealers, the agreement was changed in 1920 
to provide merely that extraterritorial sales by dealers might be the 
basis of termination of their sales agreements. This provision, how- 
ever, was deleted entirely the following year. 

In 1938, when the sales agreements of other manufacturers had pro- 
visions calling for infringement payments for extraterritorial sales, 
Ford Motor Co. inserted similar provisions in its sales agreements. 

Under these provisions, when a dealer sold a new car to a customer 
residing in an area in which another authorized dealer was located, 
the selling dealer was required to pay a service commission, as it was 
called, to the other dealer. 


It was further provided that the company would act as umpire in | 


the event that disputes arose between the dealers. 
This plan was found to be unpopular and unworkable, both by the 
dealers and by our company. 


Many dealers failed or refused to make the required payments to | 


other dealers, and the company came to be regarded as a collection 
agency between the dealers. Disputes arose between dealers, which 
often involved their customers (the bona fides of the sales and the true 
residences of the customers being in issue), and our company persol- 
nel found themselves devoting inordinate amounts of time to thes 
unproductive controversies. 

After several years, to the relief of all concerned, the company ceased 
trying to enforce the provisions, and they ultimately were eliminated 
from our sales agreements. 

In spite of this unsatisfactory experience, when the NADA revived 
the question of territory security in 1957, our company promptly im: 
tiated a study of possible means of achieving the desires of thos 
dealers who sought territory security, in a manner consistent with tle 
interests of the dealers who opposed it, the public, and our company. 
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We enlisted the aid of an outstanding marketing research agency 
and a leading economist and marketing expert from Columbia Univer- 
vapong other things, the agency conducted an extensive survey of 
the views of a representative sample of our dealers in all sections of 
the country as to the extent, profitability, and effects of cross selling, 
andasto the desirability of adopting a plan to minimize it. 

The results of this survey established beyond dispute that Ford 
Motor Co. dealers were divided, not only with regard to the effects of 
cross selling, but also as to the advisability and means of curbing it. 
The survey’s findings are summarized in exhibit I attached. ; 

At the hearings held by the Senate Interstate and Foreign Com- 
merce Committee in June of 1958, on Senator Potter’s bill, S. 3865, 1 
reported on the results of the survey and of our experience with terri- 
tory security. Senator Potter’s bill would have relieved from the 
application of the antitrust laws provisions in automobile franchise 
agreements under which the manufacturers paid incentive payments 
to dealers for making retail sales within specific territories and for 
the rendition of service and the maintenance of facilities therein. 

In our view, this bill was vague and indefinite, would have invited 
litigation and would have created more problems than it would have 
solved; and I so testified. The representatives of the other manufac- 
turers who appeared at the hearings offered similar criticism of the 
proposed legislation ; and it was not favorably voted upon by the com- 
mittee. 

In my statement in 1958, I stated the position of Ford Motor Co. on 
the basic question of territory security. Isaid that: 

In the event * * * of the enactment of legislation so phrased as to permit a 
manufacturer to establish without substantial legal risk a system to curb cross 
selling, Ford Motor Co. would take appropriate action under the statute. We 
would endeavor to devise and put into effect, along with other manufacturers, 
asound program to that end if a substantial majority of our dealers desired us 
todo so. We would not regard as sound, however, any system that could not 
be enforced or administered satisfactorily or that would require that we absorb 
the costs or increase the prices of our products. 

A year later, in June of 1959, our company was invited to give its 
views to the Subcommittee on Automobile Marketing Practices of the 
Senate Interstate and Foreign Commerce Committee on four new ter- 
ritory security bills. They were S. 2151, introduced by Senator Mon- 
roney; S. 2047, introduced by Senator Hruska; S. 2042, introduced by 
Senator Schoeppel; and S. 997, introduced by Senator Langer. | 

Each of these bills had the purpose of sanctioning contract provi- 
sions designed to minimize cross-selling—two through a system of 
rewards to dealers to be paid by the manufacturers, and the other two 
through a system of penalties to be paid between dealers. 

The Monroney and Hruska bills contemplated payments, discounts 
orallowances by manufacturers to dealers who sell to customers within 
their own territories. The Schoeppel and Langer bills, on the other 
hand, would have permitted adoption of plans whereby selling dealers 
would pay penalties or service commissions to the dealers in whose 
territories the customers resided. 

Essentially, the Hruska bill was similar to the Potter bill, and the 
Monroney bill was similar to the bill now before this committee. 
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The Schoeppel and Langer bills would have permitted reinst; atement 
of the types of service commission provisions contained at one time jp 
the Ford, General Motors, and C hrysler forms of sales agreement, 

In our statement to the Senate subcommittee, we explained why we 
favored the Schoeppel and Langer dealer payment program over tlie 
manufacturer payment plan contempl: ated by the Monroney and 
Hruska bills. We reviewed the experience of our company with terri- 
tory security provisions and we pointed out that our de: ilers ¢ ontinued 
to be widely split in their views on the subject. 

We discussed a number of deficiencies that appeared to exist in al] 
of the bills except that of Senator Langer. Much of what we had to 
say at that time about the Monroney and Hruska bills applies to the 
bill now before this subcommittee. 

This has been a brief review of the long and controversial history 
of the problem of territorial security and the recent efforts to solve it 
by legislation. Unfortunately, the bill now before this subcommittee 
has all of the infirmities of the Monroney and Hruska bills, all of 
which were pointed out to Senate subcommittee last year. It ignores 
all of the comments that were made about these two bills in previous 
statements of the manufacturers. It is conceptually unsound and 
technically deficient. If it were enacted, we could not. in justice to 
our dealers, the public and ourselves adopt a plan pursuant to its pro- 
visions. 

Specifically, our objections to the proposed legislation are that; 

(1) If our company adopted a plan under the legislation, it 
might be subjected to serious charges both public and private of 
having violated the antitrust laws; 

(2) Any such plan would require an increase in the prices of 
our products to the public; and 

(3) The administration of the plan would be extremely difficult, 
if not impossible. 

First, we would not adopt a plan pursuant to the bill without in- 
curring serious risks of being charged with violating the antitrust 
laws by the Government, by dissenting dealers, and by third parties. 

The risks would stem from the fact that the proposed legislation 
purports to exempt any plan adopted pursuant to it only from the 
application of the Robinson-Patman Act. It does not provide 
exemption from the Sherman Act, the Federal Trade Commission 
Act or the C layton Act. Exemption from these important antitrust 

auws obviously is essential, in view of Judge Hansen’s observations on 


1 
iP 
the NADA and ADSA plans, quoted above, that : 


Each of the proposals * * * raises serious questions under the antitrust laws 
including allocation of customers, division of territories, boycotting of non- 
franchised dealers and resale price maintenance. 

A brief analysis of the manner in which plans adopted pursuant 
to this legislation would operate reveals the probable basis for at- 
tacks on them under the antitrust laws. 

Under the type of plan envisaged by the bill, a dealer would be 
rewarded for each sale made to a customer residing in his territory, 
and the reward would be withheld as to each sale made to a customer 
residing outside. Each dealer, therefore, would be at a competitive 
disadvantage in selling to customers residing in the territories of 
other dealers. 
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To the extent that this disadvantage in making extraterritorial 
sales would tend unrea isonably to restrain trade among dealers, it 
would be charged that there is a violation of section 1 of the Sherman 
Act. 

The specific charges would be, as suggested by Judge Hansen, that 
the effect. of the plan would be to allocate customers, divide territories, 
and reduce price competition among the dealers. 

The disadvantage as to extraterritorial sales, and the competitive 
advantage as to intraterritorial sales, would also be charged as con- 
stituting a violation of section 5 of the Federal Trade Commission 
Act, which prohibits unfair methods of competition. 

Suits to challenge the legality of the plan could be brought by 
the Government, or by private parties under section 4 of the C lay- 
ton Act which authorizes treble dam: ive actions under the antitrust 
laws. 

I might mention here, if I may, that the fear we have that the 
Government might act is not something that we have imagined, be- 
cause the Government has brought suits against two foreign com- 
panies, two foreign producers of automobiles, Volkswagen and Re- 
nault, for having plans very similar to the one suggested here; name- 
ly, a plan that would prevent de: ile rs O r discourage dealers from sell- 
ing cars out of prescribed territories. 

Suits have been brought by the Antitrust Division of the Depart- 
ment of Justice against both of those companies that are now pend- 
ing. 

Mr. Hempeninyi. May I interrupt there? 

Mr. Gosserr. Certainly. 

Mr. Hemrutiiy. I assume you have had some experience with these 
antitrust ci 

Mr. GOSSET | re 5 hs ave. 

Mr. HempeuiI1. Sa general counsel for Ford Motor Co., have you 
not / 

Mr. Gosserr. Yes, I have, sir. 

Mr. Hempnicty. As a practical matter, if the Antitrust Division 
brought a suit against Ford Motor Co. today, it might wind up in 3 
years, but it would be nearer 5, wouldn’t it ? 

Mr. Gosserr. It would be an extended—I think you are right, sir, 
it would be very extended. 

Mr. Hemrenity. It has been my experience, though limited, not in 
this field, but in cases in which the Government was involved, that it 
would generally slow it down pretty much. I don’t challenge the right 
of a lawyer to do that, but the thought occurred to me in connection 
with this line of test imony that if this legislation were passed, or if 
it were not passed, and the Ford Motor Co. felt asa matter of policy in 
this field—because, apparently, you recognize the problem in the in- 
dustry—if the Ford Motor Co. experime nted in the field without sub- 
jecting it to criticism and comparison with other motor « companies that 
didn’t try to do something about it, in the event you did experiment 
and an antitrust suit were instituted by the Government, then I think 
any committee of Congress would, and should, be sympathetic to the 
fact that you were trying to do something about your own problem. 

You could probably in that instance get some legis: ation to give you 
some relief, or to do away with the suit of the Gov ernment under the 
antitrunt laws. 
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Would you subscribe to that? Do you think that is practical? 

Mr. Gosserr. I am afraid I don’t subscribe to that, Mr. Hemphill. 

I think in that event, I agree with you that the suit would be a 
lengthy one. The rules ‘of the Federal court permit almost unlimited 
interrogation of witnesses and depositions before trial. It would be 
a lengthy suit. But I think the risk would be quite substantial, not 
only that we might be found to have violated the antitrust laws, but 
that at that point we would be no more successful in getting protection 
than we were before. 

The time to get protection is before the suit is brought and not after 
it is started. 

Moreover, the risk in these matters is not only of Government ac tion, 
but if the Gov ernment sues you and brings you into court and appears 
to be successful, there are a number of enterprising lawyers around 
the country who bring suits on behalf of clients for treble d: unages, 
and that is the kind of thing to which we would be subjected. It is 
the kind of risk we should not be asked to take. 

Mr. Hemeutii. I am not familiar with that phase of the antitrust 
law. There would be a provision under the old NARB or W: agner 
Act where you could sue for double damages, I think, and attorney’ 
fees also. 

Mr. Gossett. Yes. 

Mr. Hemrpnuity. At one time the Federal courts were pretty liberal 
in allowing not only double damages, but the attorney’s fees and any- 
thing else they could hang on to it. 

Mr. Gosserr. Yes. 

Mr. Hempuiiyi. You have had that experience in antitrust litiga- 
tion ? ; 

Mr. Gosserr. Indeed, we have. 

Mr. Hempnity. I didn’t mean to interrupt you there. I was just so 
interested in what you had to say. 

Thank you. 

Mr. Gosserr. Thank you. 

Such suits could be directed not only against the manufacturers, but 
against the dealers as well. The private damage actions could be 
expected from dissenting dealers, claiming that the competitive dis- 
advantage that they suffered in making extraterritorial sales damaged 
their businesses, and from extraterritorial customers, including used- 
car dealers, claiming injuries from the higher new-car prices that they 
were required to pay. 

All of the foregoing has been widely recognized for more than 3 
years, and has been stated and restated to congressional committees 
and others. Why, therefore, does H.R. 10201 provide exemption only 
from the Robinson-Patman Act, and not from the Sherman, Federal 
Trade Commission, and Clayton Acts? 

Whatever the reason, it is clear that we could not risk the adoption 
of any plan pursuant to the bill, if it were enacted. 

In our previous statements ‘on proposed territory security legisla- 
tion, we pointed out that the enabling act should make clear that the 
installation and administration of any plan pursuant to it would fall 
outside the scope of the Automobile Dealer Franchise Act of 1956, 
the so-called Good-Faith or Day-in-Court Act. 

In addition, we explained that the problems created by the existence 
of antitrust laws in the various States would have to be dealt with 
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effectively in the legislation, if any nationwide program were to be 
adopted under it. 

These are matters of serious import. Many of our dealers are vio- 
lently opposed to any form of territory security. Should we attempt 
to impose any plan on them at the behest of other dealers, we might 
expect some of them, at least, to resort to litigation under the Auto- 
mobile Dealer Franchise Act. 

For example, one basis of a claim under that act could be that the 
forced imposition of the territorial bonus plan was coercive, in effect, 
in that it compelled the dealers to restrict their sales activities, on 

ain of losing their franchises if they did not agree. 

With respect to State antitrust laws, Ford Motor Co. has been under 
an injunction in the State of Texas for many years not to reinstate or 
employ any service commission provisions such as those we had in 
our sales agreements in the years following 1938. It is common know]l- 
edge that many States have comprehensive antitrust laws patterned 
after the Federal statutes, and it is not inconceivable, we think, that 
some, or all, of them might follow the example of Texas, unless it were 
made explicit that the Congress of the United States, in enacting the 
legislation, is exerting its full power over interstate commerce in auto- 
mobiles and intends to preempt the entire field so as to render State 
statutes ineffective as to this subject matter. 

The bill now under consideration is conceptually unsound because 
the inevitable effect of it would be to increase prices. It contemplates 
payments by the manufacturers to dealers for intraterritorial sales 
rather than payments between dealers. 

Our first basic objection to any such system of payments is that it 
inevitably would force the manufacturers either to absorb all or part 
of the tremendous costs of the payments or to increase their prices 
to dealers with resulting price increases to the public, or both. 

Assuming that the intraterritorial payments were $100 a car, as 
they might well be, the aggregate payments to be made, if all dealers 
were to sell within their territories, which is the objective of the 
program, could amount to approximately $600 million a year in a 6- 
million-car year. 

Of course, if the payments averaged $150, the total cost would be 
$900 million. 

Obviously, charges of such magnitude could not be absorbed by the 
manufacturers or by the dealers. ‘The inevitable consequence, there- 
fore, would be that the public would bear the cost in increased prices 
of automotive products, thus increasing the inflationary pressures 
that we are all trying to avoid in this country. 

If, as a result of the plan, the total sales volume of the manufac- 
turers were reduced—a result that could be expected from reduced 
cross-selling and increased prices—then there would be further pres- 
sure to increase prices to cover the additional manufacturing costs 
resulting from reduced sales volume. 

There are other adverse consequences of reduced sales volume, such 
as unemployment, that would result from any reduction in the number 
of automobiles produced in this country. 

Another basic objection to a system of payments by manufacturers 
to dealers is that, in our opinion, such a system would render intoler- 
able the administrative burden imposed upon the manufacturers. 
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It was our experience, when we tried it 20 years ago, that a system 
of infringement payments between dealers is very difficult to admin. 
ister and 1s unsatisfactory to all concerned. 

If the built-in, self-policing feature of such a system were to be 
eliminated, as it would be under a factory-paid bonus or incentiye 
plan, we are convinced that the administrative burden would be 
unbearable. 

In order to administer any effective program of territory security, 
it would be necessary first to delineate precisely, and then to adjust 
from time to time, the sales territories of the dealers. 

In order to make a territory security system meaningful, it would 
be necessary to draw the lines much more precisely than we do at 
the present time. 

Manifestly, any attempt to do so would involve an effort. to accom- 
modate the conflic ting interests of two or more dealers. This inevit- 
ably would give rise to serious disputes that would have to be adju- 
dicated and settled by someone. 

In our opinion, this would be a very difficult task and would become 
more so as population patterns shift, more people move to the suburbs, 
new cities spring up and buying habits change, with the advent of 
expressways and other means of rapid travel between communities, 
or between home and work. 

Having drawn such lines of territorial demarcation, and assuming 
that unanimity of opinion could be developed with respect. to the 
necessary exceptions that might have to be made to the program— 
exceptions such as sales to fleet owners and Government units, to 
employees, suppliers, and others closely associated with dealerships, 
to customers away from home for extended periods of time, and 
possibly to sales to oldtime customers who have moved away but wish 
to continue to buy from their former dealers—the next task would 
be to arrange for a means of administering the program. 

This would include checking the sales, registrations, and residences 
of the buyers and settling disputes among the dealers. 

Under the type of plan authorized by H.R. 10201, the manufacturer 
would have to bear the entire burden of administration and the ex 
pense and risk entailed in it. Under a system. of infringement pay- 
ments to be made among dealers, on the other hand, the prime burden 
of administering the program would rest upon the dealers who are 
the persons most interested in detecting, and who are best able to 
detect, extraterritorial sales and thereby assure that appropriate com- 
pensation be made for them. 

Obviously, there is a built-in, self-policing feature to the infringe- 
ment-payment type of plan that would be entirely lacking under the 
manufacturer-payment type of plan contemplated by the bill now 
under consideration. 

Under the latter type of plan, a dealer would have little, if any, 
incentive to police the sales of another dealer. But he would have 
a real incentive to submit claims for payment which, upon close 
scrutiny, might not prove to be well founded. 

While most dealers would not knowingly file false claims, the many 
millions of dollars involved would require the manufacturers to at- 
tempt to police the system closely and try to establish a feasible 
means of verifying the claims. 
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In our opinion, the manufacturers could not do this without in- 
curring inordinate expense. But even if it were feasible to police 
the system and verify the claims with thoroughness, to do so inevi- 
tably would antagonize many dealers and their customers. 

Any disputed payments that might be withheld by the manufac- 
turers, of course, would be withheld at their risk and might subject 
them to serious claims and litigation. ’ 

I want to emphasize, therefore, that because of the inherent de- 
fects in these basic concepts of H.R. 10201 our company would not 
put any plan into effect under it if it were enacted into law. : 

I should like to conclude my statement by repeating what I said 
at the outset; namely, that H.R. 10201 is a manifestation of a deep, 
sharp, and bitter dispute among groups of automobile dealers. 

We are under the impression that the majority of our own dealers 
do not want legislated territory security and would not be in favor of 
any of the plans yet proposed. Just last week, a representative group 
of our dealers—three from each Ford sales region, with small, me- 
dium, and large sales potentials—were in Dearborn on other business. 
When asked to give their personal views on this bill, each expressed 
himself as being opposed to it and to the whole concept of territory 
security. 

The subcommittee may be interested in knowing that the contro- 
versy has waxed unabated since the hearings in the Senate last June, 
at least, and also earlier than that. The following headlines, among 
others, appeared in the Automotive News, one of the automobile in- 
dustry’s major publications, between July 6 of last year and April 18 
of this year : 

July 6, 1959: “Security Hearings Show a Split, Not a Mandate.” 

July 6, 1959 : “Chicago Dealer Fights Security.” 

July 13, 1959: “Smal] Dealer Rips Security Plans.” 

January 25, 1960: ““NIADA Sees Victory Over Territory Bills: FTC 
Renews Attack.” 

February 22, 1960: “Small Dealers Unite to Fight Area Security.” 

March 7, 1960: “ ‘Small Dealer’ Fight on TS”—(Territory Secu- 
rity) —“Called Absurd.” 

March 14, 1960: “TS Debate Grows Hotter in Oklahoma.” 

April 18, 1960: “Territory Bonus Is Termed Windfall for Large 
Dealer.” 

During this period, hundreds of dealers wrote letters to the trade 
publications, to the NADA and to the manufacturers, expressing 
strong conflicting views regarding territory security. Many of the 
letters were printed in Automotive News. Obviously, this disagree- 
ment among dealers persists, and a large percentage of dealers 
strongly oppose territory security. 

In closing, let me say again that we are strongly opposed to the 
bill now before this subcommittee. I want to repeat also that if ade- 
quate legislation were passed and a substantial majority of our dealers 
wished us to do so, our company would try to devise and place in 
effect, along with other manufacturers, a workable and sound system 
of territory security. 

I emphasize, however, that we would not regard as workable or 
sound a plan that would result in significant increases in the costs 
or prices of our products, or that would involve substantial legal risks 
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to our company or our dealers, or that would entail undue administra. 


tive burdens and costs. yi 

May I just read a supplementary statement, Mr, Chairman, , dealing th 
with the Senate version, because I understand that some questions : 
have been asked about the Senate version. ™ 

Earlier in this hearing, the subcommittee was urged by witnesses de 
for the National Automobile Dealers Association to adopt amend. se 
ments to H.R. 10201 which would bring it into conformity with §, 

2151, the Monroney bill recently approved by the Senate Interstate " 
and F oreign Commerce Committee. 2. 

I therefore think it advisable to inform the subcommittee that we 
are also opposed to S. 2151, and believe that it has all of the infirmities " 
of H.R. 10201, and some others in addition. . 

I should like to comment on certain provisions of the Senate bill. 

Section 2 of the Monroney bill, like the House bill, fails to provide a 
sufficient exemption from the antitrust laws; indeed. it is couched in $. 
virtually the same terms as section 2 of H.R. 10201. And I cannot 
accept an interpretation that I understand has been made by an te 
earlier witness, to the effect that exeinption from a single antitrust 


statute would suggest a congressional intent to exempt territory se- 
curity bonus arrangements from all antitrust statutes. To proceed on 4 
such a premise would, i in my judgment, be an exceedingly hazardous 


venture for any cor porate enterpr ise. , 
In my view, oe territory security bonus plan concluded as a result 
of passage of the Senate bill would subjec t not only the manufacturer, 
but the participating dealer as well, to possible civil action based on 5 
antitrust laws other than the Robinson-Patman Act. 
I want to call the attention of the subcommittee to section 3 of the a 
Senate bill which specifically confirms that nothing in that proposed 


legislation is to be construed to modify or affect the Automobile Dealer 
Franchise Act of 1956. 6 
It is our view that this specific preservation of the Automobile 


Dealer Franchise Act in the Senate bill serves only to heighten the 
possibility that the imposition of a territory-security plan might Te I 
sult in resort to litigation under that act by dealers who are opposed to 

territory security. To that extent, the Senate bill is even more objec |  ‘ 


tionable than the House version. | 
Finally, I want to stress that the views expressed in my main state- 
ment concerning H.R. 10201 are equally applicable to the Senate bill, | ! 
despite the 3-year trial period provided in section 4 of that version. 
The difficulties in administering territory security, the antitrust 
perils in such a plan (including the possibilities of State action), the 
risks of action against us under the Automobile Dealer Franchise Act 
of 1956, and the likelihood of increased cost per unit are all present, 
whether the authority in the bill is limited to a period of years or 1s 
unlimited. 
Thank you, Mr. Chairman. 
(The exhibit referred to is as follows:) 


Exnisit I 


SUMMARY OF SURVEY 


1. Extent and profitability of cross-selling 


(a) The dealers said that at present, on the average, about one sale in 
seven is a cross-sale and that, on balance, cross-selling cancels out; in other 





ra- 


ng 
ons 


Ses 


S. 
ate 


we 


de 


Lot 
an 
ist 


on 
us 


Q- 


ll, 


st 
he 
ct 
it, 


er 


AUTOMOBILE DEALERS TERRITORIAL SECURITY 105 


words although there are wide variations in practices, on the average dealers 
sell out of their sales territories to the same extent as other dealers sell into 
them. . i P : 

(b) Sixty-five percent of the dealers did not believe that cross-selling was 
jncreasing. 

(c) Forty-one percent of the dealers believed that cross-selling affects many 
dealers. Significantly, only 20 percent felt that their own dealerships were 


seriously affes ‘ted by crous-selling. 

(d) Sixty-three eens. of the dealers said that cross-sales and intraterri- 
torial sales were equally profitable to them. 
9. Effect of cross-selling on sales and profits 

(a) Thirty-eight percent of the dealers thought that they would experience 
increased sales if a plan for territorial security were established. 

(b) Twenty-six per cent of the dealers, on the other hand, believed that their 
sales would be decreased as a result of a plan to minimize cross-selling. 

(c) Sixty-five percent of the dealers thought that a plan to minimize cross- 
selling would increase their profits. 

3. Desire by the dealers for an organized plan 

(a) Sixty-four percent of the dealers said that they did not favor any plan 
to minimize cross-selling if Federal legislation were involved. 

(b) On the other hand, if Federal legislation were not involved, 65 percent 
would favor some appropriate plan to minimize cross-selling. 

4. Kind of plan desired by the dealers 
(a) In choosing between the NADA plan and the ADSA plan, of the dealers 
who were in favor of some sort of plan, 54 percent preferred the NADA plan. 
(i) This slight preference for the NADA plan, however, was expressed 
only by single-point dealers. Multiple-point dealers revealed equal prefer- 
ence for the two plans. 
§. Administration of any plan 

(a) Fifty-nine percent of the dealers wanted the manufacturer to be the sole 
administrator of any plan adopted. 

(b) Thirteen percent of the dealers desired the manufacturer to participate 
jointly with dealer organizations in administering a plan. 

6. Exemptions from the plan desired by the dealers 

(a) Most dealers (57 percent) indicated that they would like purchases by 
their own employees to be exempt from the plan, and 51 percent of the dealers 
would exempt purchases by armed services personnel or salesmen temporarily 
residing away from home. 

(b) Other exemptions desired by substantial percentages of dealers included 
sales of demonstrators and sales to governmental agencies and fleet owners. 
7. Territorial boundaries desired by dealers 

(a) Sixty-one percent of the dealers believed that the boundaries of their 
present areas of sales and service responsibility would be acceptable under a plan. 

(b) Only 51 percent of the dealers thought, however, that the present bound- 
aries would be satisfactory 5 years hence. 


Mr. Hempni. I want to say to you, Mr. Gossett, in behalf of the 
subcommittee that we deeply appreciate your coming here and giving 
us your time and the benefit of your experience 

Ve also appreciate the fact that you have given us these ideas as 
to your company’s stand on this particular legislation. 

Mr. Gosserr. Thank you, Mr. Chairman. 

We are pleased to have been afforded the opportunity to express 
our views. 

Mr. Dincety. A very brief question, Mr. Chairman. 

Mr. Gossett, I want to commend you on a fine statement this 
morning. 

Mr. Gosserr. Thank you, Mr. Dingell. 

Mr. Dincett. It is very well thought out. On a number of occa- 
sions the subcommittee has been informed that there is a system of 
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rebates, discounts, and so forth within the automobile sales industry, 
The inference has been raised that it is different between differen; 
sizes of dealers, different classes of dealers, and dealers in different 
parts of the country. 

You may have heard me questioning witnesses yesterday from ap- 
other automobile manufacturer as to whether or not they follow that 
practice. 

I would like to have you tell this committee whether or not the Ford 
Motor Car Co. practices a system of discounts, rebates, and so forth 
to its various dealers which are different between different-sized deal. 
ers and dealers differently situated geographically. 

Mr. Gosserr. Mr. Dingell, I am very pleased to comment on that, 

I read the transcript yesterday and noted your questions. The 
Ford Motor Co., along w ‘ith other manufac turers, does from time to 
time grant to dealers allowances or incentive payments for marketing 
purposes, but you may be sure that we are quite « careful in the prepa- 
ration of those programs not to be in a position of discrimin: ating as 
among dealers. 

Those programs grant the same allowances to dealers under similar 
circumstances, and “they do not, as has been suggested, discriminate 
among dealers of various sizes and locations. 

Mr. Dincett. I would like to have you direct your attention to the 
Robinson-Patman Act with which I am sure you are familiar. 

Your programs along this line are se ‘rutinized, or, rather, are they 
scrutinized to determine whether or not they conform with the re- 
quirements of the Robinson-Patman Act / 

Mr. Gosserr. Indeed, they are, Mr. Dingell. All of those programs 
are submitted to my office, and I have some men who, along with Mr. 
Darragh, who sits to my left, are experts in the antitrust laws and the 
Robinson-Patman Act in particular. 

They are scrutinized with great care so that we would not provide 
the basis for any claim : against us under that act. 

Mr. Dineetu. They are uniform geographically, are they not? 

Mr. Gosserr. Yes; ‘they are uniform. 

Mr. Drncet. In other words, you don’t give discounts in one part 
of the country or on one side of ‘the street and fail to give the same 
discount on the other side of the street / 

Mr. Gosserr. No, sir. They are national in scope, and they apply 
equally to dealers in similar circumstances, the same terms. 

Mr. Dineett. Thank you very much, 

Thank you, Mr. C hairman. 

Mr. Gosserr. But I wish that the Robinson-Patman Act was the 
only problem we had under this legislation, Mr. Dingell. That is 
only one of the problems. We think that the other antitrust laws 
should be covered much more precisely. 

Mr. Dincety. You mean within the framework of the legislation 
before the committee / 

Mr. Gosserr. If any legislation were enacted. 

Mr. Dincett. Would you tell us just briefly—your comments have 
been directed, I believe, principally to H.R. 10201, 

Your opposition is also expressed as to S. 2151; am I correct in 
that ¢ 

Mr. Gosserr. Yes, sir; I just read a supplementary statement on 
that. We find that that has the same infirmities and’ one additional 
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In other words, that act, in addition to the problems that we find in 
the House version, would preserve in its entirety the so-called day-in- 
court bill and would subject us to possible liabilities under that act; 
whereas the House version is at least silent on that. 

We could argue that it is intended that we should be exculpated 
from liability under that act, if we acted under this legislation. 

Mr. Dinecetx. Thank you very much. 

Mr. Hempuiti. Mr, Curtin? 

Mr. Curtin. Mr. Gossett, recognizing the objections of your com- 

any to H.R. 10201 and the Senate bill, do you think that legislation 
is needed in this field of territory security ? 

Mr. Gosserr. Indeed, I do not, Mr. Curtin. We don’t think that 
legislation is needed or that it would be wise. 

Mr. Curtin. No type of legislation at all / 

Mr. Gosserr. No; we think that this is a problem that has to be 
worked out as between the manufacturer and the dealer, and we have 
never advocated legislation in the field. 

Mr. Curtin. I listened to your statement with considerable interest 
and found it very enlightening; but I am curious to know as to 
whether or not your company gives any form of territory security at 
all to your dealers, other than the allocation of cars. 

Mr. Gosserr. No; we do not, Mr. Curtin. 

As I have said, we tried it on a number of occasions and found that 
it didn’t work. It produced controversy and created administrative 
problems that we couldn’t deal with effectively. | 

Mr. Curtin. Do you find that there is a desire for this type of 
legislation more on the part of the small dealers rather than the large 
dealers, or vice versa? 

Mr. Gossetr. It is a strange situation. You can’t categorize the 
dealers that are in favor and those who are against. You can’t say 
the small dealers are for it and the large dealers against it. 

They are split right down the middle, it seems to us. Some small 
dealers are for it and some small dealers are against it. 

We thought that it was a matter where we could draw lines, but 
we found that we cannot. 

The only thing we are sure of is that a majority of our dealers—we 
think we are sure of—that a majority of our dealers don’t want, and 
have not sought, legislation on this. 

We have never had a request from any of our dealer councils—we 
have nationally represented dealer councils collected each year. They 
come to Dearborn and they present to us requests and demands of 
all kinds, and not once has any council ever asked us for territory 
security. 

We think that if there were a demand among the dealers for terri- 
torial security, we would have heard of it through the councils. 

_ Conversely, when we put the matter to our council, to the dealers 
involved in our council, represented in our council individually, they 
allexpressed views against this kind of legislation. 

So we are at a loss to understand why there is so much prossure 
or why there has been so much pressure for this kind of legislation, 

ause it has not been manifested in our dealer body. 

Mr. Curtin. This type of legislation has been sought off and on 
fora period of years, as I understand it. 

Mr. Gosserr. Yes, 
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Mr. Curtin. That is all, Mr. Chairman. Thank you. 

Mr. Hemputiy. Thank you. 

I want to ask one or two questions, sir. Has there been any effort jp 
the industry as a whole, to your knowledge, to fight this thing in the 
industry as a whole, a concerted effort on the part of the big motor 
companies such as Ford, General Motors, Chrysler, American Motors 
and others ? 

Have you made a concerted industry effort to do something about 
this? 

Mr. Gosserr. You mean to do something about cross-selling? 

Mr. Hempniy. Yes, sir. 

Mr. Gossrerr. Oh, yes. We are working at that every day, and we 
think that eventually the kind of cross-selling that the dealers object 
to will be minimized. It can’t be legislated, we think, Mr. Chairman, 
We think it is the sort of thing that we have to work at and that the 
dealers have to work at day after day and year after year until the 
kind of selling practices that will make our dealers strong and pros- 
perous will come about. 

Now, we think that our more progressive dealers, many of them 
would object violently to this kind of legislation, and they have urged 
us to do the kind of thing that we are now doing to bring about better 
selling methods among dealers and to prevent demoralization of the 
market that occurs when unrestricted cross selling is engaged in by 
dealers. ' 

Mr. Hemrpuity. I might ask you this: I read some of the testimony 
of either 1958 or 1956. I can’t recall which. 

One of the witnesses from one of the big motor companies testified 
that the problem was created, in part, by overproduction and, in part, 
by pressure from the manufacturer to sell a certain quota. 

Do those conditions exist today, and would you care to comment! 
I would like to have your answer for the record. 

Mr. Gosserr. I could say, speaking only for our own company, Mr. 
Chairman, we produce only the cars that our dealers order. 

Our dealers indicate in advance what they think the market will 
require, and we produce the number of cars based on those advance 
estimates and our own judgment. 

Then we ship to dealers only the cars that the dealers, themselves, 
order. 

I would not deny for a moment that the dealers are urged to get 
sales and to sell up to competition, but I hope that there is no basis 
for a fair charge that we force cars on our dealers. If there is, we 
would like to hear it. 

Mr. Hemruit. I am delighted to have your testimony, because I 
am delighted to know that the industry is that clean in that respect. 

You commented on the fact that you didn’t want to take a chance 
on litigation, and I certainly think you would have every right to 
that approach, because if this legislation is confined to the Robinson- 
Patman Act, which it is in its present form, then you would have no 
security from any legislation, territorial security. 

I might comment here that I wonder why this was confined only to 
the Robinson-Patman Act. There are other reasons, but one of the 
reasons, I think, was the fear that this would be the opening wedge 
in a breakdown of the antitrust laws across the board. 
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That has been one of the objections presented to me privately a gainst 
this particular legislation. If the legislation did contain provisions 
that the industry would be exempt from the provisions of the Sherman 
Antitrust Act, the C layton Act, and the Federal Trade Commission 
Act, would the industry accept the legislation in that light? 

Mr. Gossrrr. I think the industry would accept it, if they thought 
it would work, if the legislation were so drawn that it could be ad- 
siaistored ; if we were exculpated from liability under the antitrust 
Jaws properly. 

But we think that the concept of this bill—that is, bonus payments 
by the manufacturer to the dealer who sells in his territory—would 
not work for the reasons that I have stated. 

Mr. Hemrnivei. In other words, you think this problem comes un- 
der the area such as ethics and prohibition that you just can’t cure 
by legis: ition ¢ 

“Mr. Gosserr. I think that that is right, Mr. Chairman, but cer- 
tainly a program that involves payments to dealers for selling in their 
territories would be so difficult to administer that it would be | hopeless. 

There is no self-policing feature to it. 

Under the old program, as you know, a dealer who sold outside of 
his territory was required to pay something to the dealer in whose ter- 
ritory he sold. There, there was a self- policing feature, so that the 
dealer who had to make the payment would not make it unless it was 
justified. And, of course, the theory of the payment was that the 
dealer in whose territor y the — was made was entitled to some pay- 
ment because he had the service facilities. 

But this program suggested by this legislation would not be self- 
policing and would create administrative problems that we think 
would be unbearable. 

Mr. Hempniwy. I certainly thank you for your testimony, and I 
thank you again for coming down here and giving us the benefit of 
your experience. 

Mr. Gosserr. Thank you, Mr. Chairman. I am very glad to have 
had this opportunity. 

Mr. Hemruiy. Without objection, I would like to insert in the 
record at this point a statement of Mr. J. M. Pendarvis, a Chevrolet 
dealer from Edgefield, S.C., who was to testify. 

(The statement referred to is as follows :) 

I, Julian M. Pendarvis, Chevrolet dealer from Edgefield, S.C., wish to go on 
record as being in complete accord with the statement of R. K. Helmold, Apex, 
N.C., as regards House bill 10201. I further wish to make this statement to 
be presented to the committee as I was unable to stay on for the hearing of 
June 22, 1960. 

I am a firm believer in free enterprise that permits a man that has worked 
hard and honestly to earn his legitimate money to spend it for any legitimate 
product anywhere he pleases, without paying a penalty to anyone. I think this 
is the American way of life. I shall always take this same attitude regardless 
of the commodities involved. In other words, I oppose any legislation that I 
consider un-American. This particular bill, House bill 10201, I consider strictly 
un-American, undesirable, and against the best interest of the people of these 
United States. 

Mr. Hemrutiy. Is Mr. R. K. Helmold here ? 

Mr. Hetmowp. Yes, sir. 

Mr. Hempriti. Would you like to submit your statement or testify ? 

Mr. See MOL D. o e would like to do it today, sir. 
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Mr. Hempenie. All right, sir. 


The next witness is Mr. KE. C. Quinn, vice president, Sales Division, 


Chrysler Corp., Detroit 31, Mich. 


STATEMENT OF E. C. QUINN, VICE PRESIDENT, SALES DIVISIONs, 
CHRYSLER CORP.; ACCOMPANIED BY J. PAUL SMITH, COUNSEL 


Mr. Quinn. With me is Mr. J. Paul Smith, our legal counsel, who 
is available for any questions you may care to direct to him. 

Mr. Drxceit. You may certainly have him with you, sir, or any 
other members of your staff. s 

Mr. Quinn. No, sir. 

We have a complete statement, Mr. Chairman, that we would like 
to have entered into the record, but in the interests of time I am going 
to omit certain parts of it in reading because it merely documents the 
points that we make. 

Mr. Dincetx. I am sure that will be very helpful. 

Mr. Mack. I am sorry to have caused ‘the confusion this morning. 
It was not my intention to be out of the committee room over 5 min- 
utes, but as you gentlemen well know, everything doesn’t always go as 
planned. 

It was necessary for me to offer an amendment in the committee 
right next door, and I thought I could do it in about 5 minutes. How- 
ever, I found I could not do it ina half hour. 

Mr. Quinn, you may proceed. 

Mr. Quinn. I assume you heard the statement I made, Mr. Chair- 
man, that I would omit certain parts of this in the interests of time. 

Mr. Mack. Yes; I did. Your entire statement will be included 
in the record along with the remarks that you care to make in addition 
to your statement. 

Mr. Quinn. My name is E. C. Quinn. I am vice president in charge 
of sales divisions of Chrysler Corp., and my office is at 7000 East 11 
Mile Road, Centerline, Mich. 

I have been in the business of selling motor vehicles for the past 34 
years and the company which I represent has been engaged in the 
manufacture and sale of motor vehicles since 1925. 

In the 35 years that Chrysler Corp. has been in business, it has pro- 
vided the American motoring public with more than 25 million ears 
and trucks. In that span of years it has paid out approximately $10 
billion i in wages, salaries, and benefits to American working men and 
women in its employ, and it has generated more than $27 billion worth 
of business to thousands of independent supplier companies located in 
every State of the Union. 

We at Chrysler Corp. know that a healthy, vigorous, and competi- 
tive system of distribution plays a vital role in this kind of economic 
accomplishment. 

Consequently, we have a deep and strong interest in the welfare of 
our dealers, and we appreciate this opportunity to express our views 
on House bill 10201 which could have an important bearing on the 
automobile business as it will be conducted in the future. 

This bill would permit manufacturers and dealers to establish 
closed territories for each dealer throueh payments to dealers for 
observance of territorial restrictions and through penalizing dealers 
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by withholding such payments when territorial restrictions are not 
observed. 

If enacted into law, this bill would permit the setting up of what 
is known in the automobile business as a system of territorial 
security. 

Before discussing the specific details of H.R. 10201, it might be 
appropriate to review some of the considerations involved in any 
system of territorial security. 

’ At various times in the past few years, different types of territorial 
security have been proposed. ‘These fall essentially into two broad 
classifications: (1) A penalty system and (2) a bonus system. 

Essentially, the penalty system provides that one dealer pay another 
dealer a specified penalty for every car the first dealer sells in the sales 
territory of the second dealer. 

The bonus system provides that the manufacturer pay the dealer a 
specified bonus for every car the dealer sells within his assigned 
territory. 

It is clear that the penalty system does penalize the dealer for every 
car he sells outside his territory and may also penalize the purchaser 
who buys a car from a dealer outside the sales area in which the buyer 
happens to live. 

On the surface, it might seem that the bonus system merely gives 
the dealer an additional reward for sales in his own territory and does 
not involve any financial cost to either the dealer or the car buyer. 
Actually, this is not the case. 

Both systems require an extra payment for sales made outside a 
sales territory. Only the method of collecting the extra payment 
from the car buyer may be different. 

At the outset of a bonus-type program, the manufacturer would 
find it difficult to predict with any degree of certainty the percentage 
of cars that dealers would sell outside of their own sales territories. 
Without experience with such a plan the manufacturer would have to 
assume that virtually all cars he produced would be sold by dealers 
in their own sales territories. 

Thus, the manufacturer would have no choice but to increase the 
price at which he sold cars to all dealers by an amount approximately 
equivalent to the amount of the allowance which he would sub- 
sequently pay to each dealer for every car the dealer sold in his sales 
territory. 

The net effect of the bonus plan would be that the dealer would 
have to pay a substantially higher initial wholesale price for each 
car he purchased from the manufacturer, with resulting higher whole- 
sale financing costs to the dealer. These added financing costs would, 
of course, have to be passed on to the car-buying public. 

Assuming that all dealers were operating under a system providing 
for payments of, say, $100 a car, and that total dealer new-car inven- 
tories throughout the year averaged 1 million units, and that 6 per- 
cent represented the average dealer wholesale financing interest 
charge throughout the country, adoption of such a program by all 
manufacturers would require that approximately $100 million in 
added wholesale credit be made available to dealers, and thus would 
Increase the cost of new-car distribution to dealers or the public, or 
both, by about $6 million per year. 
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In addition, of course, dealers would have to acquire many millions 
of dollars more in additional working capital to finance their opera. 
tions during the year while they were awaiting repayment of their 
bonus money. 

The manufacturer would have to tabulate and verify the cars sold by 
each dealer in his sales territory before being able to return to the 
dealer for each such car the additional amount which the dealer had 
previously paid to the manufacturer. 

Some delay would necessarily be involved in making the payments 
to allow time to verify the dealer’s reeords and establish that each 
car on which payment was claimed actuaily had been sold to a cus- 
tomer who resided in the dealer’s sales territory. 

If such a plan were continued in effect for several years, it is pos- 
sible the manufacturer would be able to establish with reasonable ac- 
curacy the probable percentage of all cars the manufacturer sold to 
its dealers that would be resold by dealers to customers residing within 
their sales territories. 

If this percent proved to be some figure less than 100 percent, the 
manufacturer then could reduce the higher initial wholesale price it 
was charging its dealers by a proportionate amount. However, the 
manufacturer’s price to its dealers would still have to be higher than 
its normal wholesale price by an amount sufficient to cover both the 
cost of reimbursing all dealers for cars sold in their territories and 
the added administrative costs. 

Dealers would have to pass on these added costs to the public, and 
the final result would be that the price of cars to the public as a whole 
would be increased by an amount sufficient to cover the added costs 
incurred by the manufacturer in administering the program and in- 
curred by dealers in added wholesale financing charges. 

The price of cars to customers who exercised their rights to pur- 
chase a car from a dealer other than the one in whose sales territory 
they resided would, assuming the dealer did not decrease his profit 
margin, be increased by the full extent of the increase in price charged 
by the manufacturer to cover his payment and administrative costs 
and by the added wholesale financing cost to the dealer. 

Thus, the net result of a so-called bonus-type system would be basi- 
cally the same as the net result of a penalty-type system. 

We strongly believe that if Congress decides to pass some sort of 
territory security legislation, it should be written in the broadest 
terms possible, leaving the method of implementing territory security 
to the manufacturer so as to allow it to adopt whatever method would 
be the most efficient and least. costly to the car buyer. 

If the Congress considers it necessary to spell out the method which 
will be permitted, then it would seem to us the penalty-type approach 
would be the least undesirable. This would reduce administrative 
costs to some extent, since dealers would tend to police each other's 
sales. 

In addition, it would not require the manufacturer to increase the 


initial price at which it sold cars to its dealers (except as might be 


necessary to cover added administrative costs) and thus dealers would 
not be penalized by having to pay added wholesale financing charges 
on the additional initial cost of cars. 
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We at Chrysler Corp. have had considerable experience with exclu- 
sive territories. For a number of years prior to December 1951, our 
glling agreements with our dealers contained an exclusive territory 
clause. eee 

We removed this clause when antitrust rulings indicated that it was 
of doubtful validity. We believe we were the last automobile manu- 
facturer to remove it. Since that time we have operated without such 
9 provision. 

Vhen the matter of territorial security became the subject of re- 
newed legislative interest last year, we felt that it would be appro- 

riate to consult our dealers on the matter in view of our own position 
of neutrality. 

Until that time, all available indications were that there was no 
clear majority of dealers in favor of or opposed to territorial security. 
A poll undertaken by the chairman of the Senate Subcommittee on 
Automobile Marketing in 1956 showed that the Nation’s dealers were 
about evenly divided both for and against territorial security. 

A 1955 poll of its member dealers by the National Automobile 
Dealers Association showed 51 percent for and 49 percent against. In 
1954 the association’s poll showed 55.8 percent for and 44.2 percent 
against. NADA’s poll a year earlier showed the positions reversed, 
with 44 percent for and 56 percent against, and its 1950 poll showed 
the dealers evenly split, 50 percent for and 50 percent against. 

In January of 1959, our company undertook a survey of all of our 
direct dealers to determine their feelings about territorial see urity. 
At about the same time NADA took another poll of its member de: alers. 
The results are interesting to study. 

To conduct our survey we instructed our fieldmen to contact our 
dealers in person, and to deliver to the dealers the following letter: 

CHRYSLER CoRP., 
Detroit, Mich., January 12, 1959. 
To All Chrysler Motors Corp. Dealers: 

Chrysler Corp. expects that it may possibly be asked by legislative committees 
to express its position regarding “territorial security” for our dealers. We are, 
therefore, seeking your opinion on this subject with the enclosed questionnaire. 

We understand the term “territorial security” to mean a system whereby, 
under the terms of his dealer agreement, a dealer agrees to sell cars and trucks 
only within a prescribed territory, and agrees to pay a substantial penalty 
{about 5 percent of the factory retail price) to any other dealer of the same 
make in whose territory he may make a sale. Enforcement of the penalties 
would be handled by the factory, although no factory money would be 
involved. 

Chrysler’s position with regard to legislation permitting “territorial security” 
has been that we would support the legislation if “territorial security” is the 
desire of the preponderant number of our dealers selling the preponderant num- 
ber of our vehicles. Conversely, we would not want to support a bill if such 
4 preponderance of our dealers were not in favor of “territorial security.” 
The purpose of the enclosed ballot is to find out the desires of our dealers 
in this matter. It is a secret ballot and it is not necessary for you to sign 
itor in any other way identify yourself in stating your opinion. 

It is essential, however, that you let us know what your position is, so that 
we can have the facts regarding the desires of our dealers on this subject. 

Sincerely, 
(Signed) C. L. JAcoRpson. 

It was emphasized to our fieldmen that they were not to express 
any opinion whatsoever on the subject, and it was made clear to them 
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that the dealer ballot was to be unsigned so that the survey would be 
an accurate reflection of our dealers’ true opinions on the subject, 

Following is the complete wording of the dealer questionnaire 
which was used: 


CONFIDENTIAL “TERRITORIAL SECURITY” SURVEY 


1. How many years have you been active as an automobile dealer? 

2. What is the average number of new cars sold per year by your dealership 
during the past 3 years? 

3. What is the approximate population of your sales area? 

“Territorial security” has been defined as a system whereby, under the terms 
of his dealer agreement, a dealer agrees to sell cars and trucks only within a 
prescribed territory, and agrees to pay a substantial penalty (about 5 percent of 
the factory retail price) to any other dealer of the same make in whose territory 
he may make a sale. Enforcement of the penalties would be handled by the 
factory, although no factory money would be involved. 

4. Do you favor legislation permitting “territorial security” as outlined 
above? Yes—. No— 

Sixty-five percent of all franchised dealers handling Chrysler 
Corp. vehicles in the United States mailed in their replies. Forty- 
four percent of the responding dealers said they were in favor of 
territorial security, and 56 percent were opposed to it. 

When weighted by the number of cars sold by these dealers, the 
survey showed that dealers who sell 58 percent of our cars were op- 
posed and 42 percent were in favor of territorial security. 

In total numbers 2,100 of all our U.S. dealers said they were in 
favor of territorial security; 2,700 said they were opposed to terri- 
torial security ; and 2,600 expressed no opinion. 

Thus, our survey showed that of all our dealers, 28 percent ex- 
pressed & positive opinion in favor of territorial security, while the 
remaining 72 percent were either opposed or noncommitt: al. 

Of the responding dealers the majority of dealers selling between 
150 and 250 cars a year were in favor = territorial security; but the 
majority of dealers selling fewer than 150 cars a year or more than 

250 a year were opposed to it. 

In other words, both small and large dealers gave a majority vote 
against territorial security, while the middle-sized dealers gave a 
majority vote for it. 

Dealers selling fewer than 50 cars a year voted 63 percent against 
territorial security; in the 50 to 99 car-a-year group, 59 percent were 
opposed ; and in the 100 to 149 group, 51 percent were opposed. 

In the middle-volume ranges, sonar voted 57 percent in favor of 
territorial security in the 150 to 199 car-a-year group; and 54 percent 
in favor in the 200 to 249 group. 

In the next higher volume range, 57 percent of the dealers in the 
250 to 299 group were opposed ; in the 300 to 399 group, 50 percent were 
opposed ; and in the 400 to 499 group, 59 percent were opposed. 

Among the high-volume dealers, the 500 to 599 group were 58 percent 
opposed; the 600 to 799 were 63 percent opposed; and the 800 and 
over were 71 percent opposed. 

When the results were broken down according to the number of 
years dealers had spent in the business, it was found that a majority 
were opposed, regardless of the length of their experience. 

The results became more mixed when classified accor ding to the 
population size of the sales area served by the dealers. Generally, in 
the high-population and the low-population sales areas, the majority 
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of our dealers were opposed to territorial security, but in the middle- 
opulation salesareasthey were in favor of it. 

In the sales areas of less than 5,000, our dealers were 78 percent 
opposed; in the 5,000 to 10,000 population areas, they were 68 per- 
cent opposed; in the 10,000 to 20,000 areas, they were 64 percent op- 

sed; and in the 20,000 to 35,000 areas, they were 56 percent opposed. 

In the 35,000 to 50,000 areas, they were 52 percent in favor of ter- 
ritorial security ; in the 50,000 to 75,000 areas, they were 57 percent 
in favor; in the 75,000 to 125,000 areas, they were 63 percent in favor; 
inthe 125,000 to 250,000 areas, they were 65 percent in favor. 

In the 250,000 to 500,000 population areas, our dealers voted 50 
ercent in favor of territorial security, with 3 percent voting neutral 
on the matter. In areas of more than 500,000, our dealers were 66 
percent opposed. 

On the basis of our survey, it would seem that there is no clear-cut, 
preponderant opinion for or against territorial security among our 
dealers. While it is true that a majority of them did express an opin- 
jon against territorial security, the margin of difference in the vote 
seems to indicate that dealer feeling is as mixed and divided on the 
subject as it was in the previous surveys taken on the subject. 

On the other hand, the NADA survey which was reported at the 
end of April 1959, showed a different result. The NADA reported 
that 52.5 percent of its registered members responded to its poll, with 
69.2 percent of the responding dealers voting for territorial security 
and 30.8 percent voting against it. 

There was no indication in the report as to the actual number of 
dealers taking part in the poll or voting for or against territorial 
security. Nor was there any indication of how many dealers in 
Chrysler Corp. cars took part in the poll, how they voted in num- 
bers for or against closed territories, and what this vote meant in 
terms of the total number of dealers selling our cars. 

Our company’s survey covered all our dealers whether or not they 
were members of NADA, so that we could have an expression of the 
opinions of all the dealers who sell our cars. 

Aside from the fact that the NADA poll and our own poll did not 
cover the same dealers, the difference in the vote was probably largely 
influenced by the type of territorial security described. The NADA 
questionnaire was based on the “bonus” type system, and it is quite 
likely that many dealers erroneously believed that such a system could 
he put into effect without costing the dealers or the public anything, 
whereas the penalty type described in our poll makes it clear that 
territorial security does represent added costs to the dealer and buyer. 

In determining whether or not closed territories for the sale of 
motor vehicles should be permissable as proposed in House bill 10201, 
the desires of the manufacturers and the dealers are, of course, only 
asmall part of the considerations that should be weighed. 

The overriding question is this: 

Would such a system of closed territories be in the public interest ? 
Would it make it easier for the American motorist to buy a car? 
Would it be more convenient for him? Would it be more economical 
for him / 

This bill would permit the manufacturer to establish closed territo- 
nes by giving “an additional discount, rebate, or allowance” to the 
dealer on any automobile sold by him to a purchaser who resides 


116 AUTOMOBILE DEALERS TERRITORIAL SECURITY 


in the dealer’s closed territory. As with all other expenditures made 
by a manufacturer, this additional payment must eventually come 
from the recei ipts the manufacturer receives for the sale of his products, 
It must come out of his selling price, if the manufacturer is to stay in 
business. 

As a result the “additional discount, rebate, or allowance” would 
have to be taken into consideration when the manufacturer determines 
the price of his product. This is, of course, also true of any other 
administrative, legal, and policing expenses that might be necessary 
to put a closed territory system into effect and to maintain it. 

Any type of territorial security plan would present very substantial 
administrative problems. In testifying on various bills gener ally 
similar to H.R. 10201 in the past, we have indicated the nature of 
some of these problems. We have also testified that our experience, 
prior to 1950, with a system of territorial security, indicated that any 
such system would be extremely difficult to police. 

The problems we encoun tered in the past would be magnified today 
and in future years with the present and expected increase in the 
number of f: amily units and of persons in the car-buying age brackets, 
to say nothing of the tremendous increase in population of me tropoli- 
tan centers and adjacent suburban communities. 

For example, what is a fair method of designating separate sales 
territories? While this is a relatively simple matter where communi- 
ties are separated by considerable distances and where trading prae- 
tices have developed along geographical lines, the problem becomes 
extremely difficult in metropolitan communities where people fre- 
quently buy where they work rather than where they live. This prob- 
lem will become even greater with the growing trend toward suburban 
living and with the development of great contiguous population areas, 

Would it be reasonable, for example, to divide the city of New York 
among the various dealers located there and assign a different number 
of blocks to each dealer? Would it be fair to a large metropolitan 
dealer whose capital expenditures and facilities have been premised 
to a large extent on his expectation that he will make many sales to 
suburban residents who work in the city, if we were to exclude the 
suburban communities around him from his sales territory? In metro- 
politan and nearby suburban areas trading practices may have de- 
veloped that would run counter to any system of geographical desig- 
nation of sales territories. 

sJecause of goodwill built up by a dealer with certain customers in 
the past, it is not uncommon for a suburban resident to buy his cars 
from a certain dealer located in the heart of the metropolitan area. 

Conversely, other customers living in the city, itself, may have 
established a preference for a dealer located in the suburbs. Similarly, 
- sons residing on the west side of the city might prefer to buy their 

‘ars from dealers on the east side and vice versa. 

If the city and the adjoining suburban area were to be divided into 
small geographical markets each assigned to a separate dealer, would 
this be fair to a dealer who, through “good service through the years, 
has patiently cultivated the goodw ‘ill of certain customers residing in 
other sections of the general metropolitan area 

Would it be fair to the dealer’s customers to penalize them sub- 
stantially for preferring to continue to deal with the dealer of theit 
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choice whom they respect and trust merely because they happen to 
reside in an artificially established separate geographical area ? 

Difficult problems might also present themselves from the dealer’s 

int of view. How would he approach a prospective customer who 
desires to purchase a car from him ? 

Would he advertise two prices, one for customers who reside in the 
sales territory and one for those who don’t? Would be require that 
prospective purchasers supply him with identification showing their 
address ¢ 

How would the dealer be able to verify the validity of the pur- 
chaser’s stated address ¢ 

Would customers have to be turned away ? 

How could a dealer recover his loss if a purchaser misled the dealer 
about his address and the manufacturer, on discovering the dealer did 
not sell the car to a customer residing in his sales territory, refused 
tomake payment to the dealer? 

Would the dealer have some right of action against the customer? 

Indeed, is it contemplated that the manufacturer would have the 
right to refuse payment to a dealer when the dealer incorrectly re- 
ported the purchaser’s address as having been in his sales territory 
when, in fact, it wasn’t / 

How would sales to national companies employing a large fleet of 
vehicles for company use be dealt with ? 

Would a sale of cars sold to leasing or renting companies which 
have many different locations require special treatment ? 

How would fleet sales to States and local governments be handled ? 
Would they all have to be reported as having been sold in the sales 
territory of the dealer who happens to be located at the seat of govern- 
ment? Would this effectively preclude other dealers from bidding on 
sales to government units / 

Would a lease with an option to buy be considered a sale or a lease? 

How would it be determined that a retail sale was actually a bona 
fide sale? If a car was sold first to a customer insider a dealer’s sales 
territory and then resold to a customer outside the territory within a 
44-hour period, would the original sale determine whether the dealer 
was to receive payment or would the subsequent sale within such a 
short period of time be conclusive evidence that the original sale was 
not a bona fide sale? If a car was resold within a week, would this 
bea bona fide sale? Within a month? Within 2 months? 

What would the effect of closed territories be on the car buyer 
when he found he had to pay a penalty to do business with the dealer 
of his choice, when the dealer happened to be in another sales terri- 
tory ? 

How would he be able to determine if a dealer’s advertising in the 
hewspapers, on radio, and television were addressed to him or to some 
other customer who lived in another part of town ? 

How would he know which dealer of which make of car had a 
sales territory which coincided with his place of residence ? 

Obviously, there cannot be uniform sales areas for all dealers of 
all makes, in view of the different numbers of dealers the various man- 
wfacturers have, and the varying distribution systems that are re- 
quired by different makes. 

In addition to these practical considerations, any bill proposing to 
legalize a system of territorial security must make the legal status 
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of the arrangement absolutely clear. Bills of this sort cut acrog 
many existing laws which are subject to varying interpretations, 

These i include the Sherman Ac 't, the Clayton Act, the Federal] Trade 
Commission Act, the Robinson-Patman Act, the Automobile Dealers 
Franchise Act, and m: iny State laws affecting the activities in whieh 
manufacturers and dealers may engage. 

This is particularly true in view of the fact that Government agen- 
cies charged with enforci ing the antitrust laws have, in the past, ex. 
pressed firm opposition to this type of legislation and accordingly, 
might be expected to argue in the future for the narrowest possible 
interpretation of any bill of this sort. 

Further, it seems clear that in order to administer effectively a terri. 
torial secur ity arrangement, a manufacturer may have to t: ike certain 
action in its relations with its dealers which the courts might hold 
provides dealers with a cause of action under the Automobile Dealer 
Franchise Act. State courts or administrative bodies might hold that 
the action violated State statutes regulating the conduct of manufac 
turers and dealers. Finally, since the bill apples only to the automo. 
bile industry, it might be : adjudged to be unconstitutional class legis. 
lation. 

In order to minimize the uncertainty that would face a manufae. 
turer contemplating the establishment of a territorial security system, 
it seems apparent to us that any proposed bill imtending to legalize 
such a system should specifically amend the various Federal antitrust 
acts stated above, should make clear that actions taken by the mann 
facturer in efficiently administering such a system do not provide a 
dealer with a cause of action under the Automobile ea aler Franchise 
Act, and should further specifically override any State legislation 
that might be held to conflict with the provisions of the bill. 

The likelihood that such a proposed bill would ultimately be ad. 
judged to be constitutional would, of course, be increased if the bill 
were made applicable to all lines of commerce, rather than merely to 
the automobile industry. 

In reviewing the specific language of H.R. 10201, we find that it 
deals with only one of the problems mentioned above : 

It specifically overrides any provision of the Robinson-Patman Aet 
that might otherwise be held to be to th e contri ary. 

This seems hardly sufficient in view of the position previously taken 
by responsible Federal regulatory authorities that payments for in- 
territory selling would raise— 
serious questions under the antitrust laws, including allocation of customers, 
division of territories, boycotting of nonfranchised dealers, and resale price 
maintenance. 

Further clarification of these potential problem areas certainly seems 
necessary. 

In addition to these broad problems, the bill raises specific interpre- 
tive questions. For instance. the definition of “automobile manufae- 
turer” in the act includes any— 
person, partnership, or corporation which “acts for” such manufacturer or assell- 
bler in connection with the distribution of said automotive vehicles. 


Does this definition include independent distributors who have other 
dealers under them ¢ 
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Could such independent distributors establish their own system of 
territorial security independent of any action taken by the manufac- 
turer? wold | 

Could a manufacturer establish a territorial security system among 
its various independent distributors all of whom have dealers under 
them / 

Would these distributors in such case be considered manufacturers 
or dealers ¢ 

Would the distributors then all be required to establish the same 

system among their dealers / 
“The definition of the terms “automobile dealer,” “area of responsibil- 
ity’ and “automobile” all make reference to “passenger cars, trucks, 
station Wagons, or other automotive vehicles.” Since the term “other 
automotive vehicles” is presumably intended to encompass something 
other than passenger cars, trucks, or station wagons, some difficulties 
of interpretation might present themselves. For instance, does it in- 
clude buses, tractors, motor bikes, motorcycles ¢ 

The term “area of responsibility” is defined to mean— 
the geographical area in which a dealer or dealers, under the provision of a 
franchise agreement, are required to develop the sale of and maintain service 
facilities for passenger cars, trucks, station wagons, or other automotive 
vehicles. 


If it is intended that more than one dealer may have the same “area 
of responsibility,” then it would seem the reference to “provision of 
a franchise agreement” should refer to “provision of his or their fran- 
chise agreement or agreements,” so as to make clear this is the case. 

An additional problem presents itself in the stipulation that “area 


of responsibility” apparently means only an area in which the dealer, 
among other things, is— 
required to maintain service facilities for passenger cars, trucks, station wagons, 
or other automotive vehicles. 

Suppose the dealer maintains its service facilities at a separate loca- 
tion. Must the “area of responsibility” of the dealer be broadened so 
asto include both the sales and service locations / 

The definition of “commerce” in the bill would seem to indicate that 
in order to make a proposed territorial security system legal, a manu- 
facturer would have to have a like provision in its agreements with 
all its dealers in territories of the United States and even in foreign 
countries, since the law only purports to make the arrangement lawful 
ifa manufacturer engaged in commerce has a uniform provision— 
in all franchise agreements between a particular manufacturer and the auto- 
mobile dealers with whom such agreements are made. 

Section 2, subsection (1), of the bill provides that the manufacturer 
and the dealer will establish the dealer’s “area of responsibility.” 
Assuming a dealer will not agree to the “area of responsibility” pro- 
posed by the manufacturer, can the manufacturer take disciplinary 
action to compel the dealer to do so? 

If not, how is it proposed that the manufacturer can ever effectively 
establish restricted sales territories for thousands of dealers, which 
would be agreeable to all of them ? 

Is there any implication from the language of the bill that a 
dealer acquires a vested interest in a particular territory and that a 
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manufacturer can only appoint additional dealers in such territory 
at the risk that a court later might hold that payments by the manu- 
facturer to such additional dealers were unlawful ? 

Section 2, subsection (2), of the bill provides for the manufacturer 
to give an additional” discount, rebate, or allowance to a dealer on 
sales by the dealer to purchasers ‘residing i in his sales territory. The 
use of the word “additional” is puzzling t tous. Is it intended to have 
any legal meaning ¢ 

If not, is it not misleading ? 

As we have previously stated, any territorial security arrangement 
imposing additional administrative costs on a manufacturer likely 
would require some increase in the price at which the m: inufacturer 
sold automobiles to its dealers. 

Further, a system such as that proposed in H.R. 10201 in whieh 
a manufacturer made a substantial payment to a dealer for each gale 
made by the dealer in his own sales territory would require a sub- 
stantial increase in the initial price charged to all dealers in order to 
cover the cost of the payments made by the manufacturer to qualify- 
ing dealers. 

‘On the other hand, if the word “additional” is intended as a limita- 
tion on the manufacturer specifying that the manufacturer cannot 
increase its prices to cover the additional costs of payments and ad- 
ministrative expenses, then the character of the bill would seem to 
be changed from one intended to provide closed territories for dealers 
to one intended to control the prices which automobile manufacturers 
could charge for their products. Can this be the result intended by 
the proponents of the bill? We sincerely hope not. 

Thus, any legislation permitting closed territories should: 

(1) Specifically override any conflicting Federal and State 
regulatory and antitrust laws; 

‘( 2) Make clear the manufacturer has broad enforcement power 
to implement the system and that its use of such power does not 
provide the dealer with a cause of action under any Federal or 
State laws; and 

(3) Provide the manufacturer with broad power to establish 
the system of closed territories which appears to it best to meet 
its needs and those of its dealers. 

H.R. 10201 as now written does not do any of these things. 

Following is a summary of the salient points of our statement on 
H.R. 10201: 

1. The so-called bonus-type territorial security system, which 
would be permitted by this bill, would involve substantial addi- 
tional costs to the dealer and the car buying public to cover the 
costs of the dealer “bonuses,” the administrative and policing 
expenses required, and the higher wholesale finance costs in- 
volved. . 

2. Territorial security restricts the buyer’s choice of dealer with 
whom he does business and penalizes the buyer with added costs 
if he wants to do business with any dealer other than the one 
in whose sales territory he lives. 

3. A poll of all dealers who sell Chrysler Corp. cars made last 
year showed that only 28 percent favored territorial security 
and 72 percent were either against it or expressed no opinion. 
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4. Numerous operational, economic, and legal considerations 
indicate that a system of territorial security under today’s cir- 
cumstances, as would be permitted by H.R. 10201, would not be 
desirable. 

After careful consideration and analysis, it is our opinion this 
pill does not contribute to the well-being of the public or the growth 
and advancement of the automobile industry or its dealers, and, there- 
fore, We are opposed to passage of H.R. 10201. 

Thank you for this opportunity to appear before you. 

Mr. Drnceti. Thank you very much, for a very fine statement. 

Mr. Keith, any questions ? 

Mr. Kerru. No questions. 

Mr. Dineetu. I would like to ask two very brief questions. One, 
in the event that this piece of legislation becomes law, do you con- 
template that it will require any change in the price structure of 
Chrysler products? 

Mr. Quinn. Yes, sir. 

Mr. Dincetx. In other words, you intend that if it becomes neces- 
sary to pay these bonuses or discounts or rebates, to dealers, that 
you will have to make changes in your price structure 

Mr. Quinn. We would have no choice, Mr. Dingell. 

Mr. Dincetx. I think you have heard the questions I have been 
directing to the automobile companies. 

Mr. Quinn. Yes, sir. 

Mr. Dinceit. And to their witnesses. Are there any differences 
in discounts, rebates, and so forth, which are given by the Chrysler 
Motor Car Co. to its dealers either in terms of geographical location 
of the dealers or in terms of the size of the dealers? 

Mr. Quinn. No, sir. Our payments are all equal under similar 
circumstances. 

Mr. Dincetxt. And uniform across the country ? 

Mr. Quinn. Yes, sir. 

Mr. Dineceitt. And do you study or examine the Robinson-Patman 
Act, among other Federal statutes ? 

Mr. Quinn. Yes, sir. 

Mr. Dincetu. To determine whether or not your programs for dis- 
counts and rebates are consistent with that law? 

Mr. Quinn. Everyone goes to Mr. Smith and our legal department, 
yes, sir. 

Mr. Dincetu. Very well. 

I certainly appreciate your kindness in being here this morning 
and the help you have given the committee. Thank you very much. 

Mr. Quinn. Thank you. 

Mr. Drncetu. The next witness will be Mr. Herbert Satcher, a Ford 
dealer from Johnston, S.C. 

Is Mr. Satcher in the room? 

Mr. William Plowden ? 

Is Mr. Helmold in the room ? 

Mr. Hetmowp. Yes, sir. 

Mr. Dineretn. Very good, Mr. Helmold. I notice you have several 
other gentlemen with you. Would you like to identify them for the 
tom or perhaps they would like to identify themselves for the 
record. 
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STATEMENTS OF R.K. HELMOLD, HELMOLD MOTOR CO., APEy, 
N.C.; JAMES L. LEE, ELM CITY, N.C.; JOHN W. SUSTARE 
NASHVILLEL, N.C.; R. E. DAVENPORT, JR., FARMVILLE, Nc. 
JOHN S. STUMP, ESQ., ALEXANDRIA, VA.; RAY BRADLEY, 
BROKEN ARROW, OKLA.; AND DON BERRY, BROKEN ARkovw, 
OKLA. 


Mr. Hetmowp. On my right is our attorney, Mr. Stump, of Alex. 
andria; on his right is Mr. Ed Davenport, of Farmville, N.C.; on my 
left is Mr. John Sustare, of Nashville, N.C.; and on his left is Mr. 
James Lee of Lee Motor Co. in Elm City, N.C. 

Mr. Dineett. Are all of you gentlemen, with the exception of your 
attorney, dealers, sir? 

Mr. Heimoi D. Yes, sir; we are Ford dealers and represent many 
other makes of dealers who think as we do. 

Mr. DrinGeti. Gentlemen, you are certainly welcome this morning, 
I hope you understand that this is a very diflicult and very busy time 
of the committee and certainly we are interested in giving you every 
courtesy and the coming and going of the members cert: Linly infers 
no discourtesy. 

You have a prepared statement, I notice. 

Mr. Hetmowip. Yes, Mr. Dingell, I do. I would like to say before 
I start to read this statement that we appreciate the demands on your 
time. The gentlemen with me have very brief statements to make 
when I finish the general statement, and we also have sitting in the 
audience a dealer from Oklahoma who would very much like to add 
a statement at that time, too. 

Mr. Drncett. The committee will do its best to hear from these 
other gentlemen. 

Mr. Hetmorp. Thank you, sir. 

May I proceed ? 

Mr. Dincetx. Yes, sir. 

Mr. Hetmoxp. My name is Dick Helmold. As general manager and 
principal owner of Helmold Motor Co., I am the franchised Ford 
dealer for Apex, N.C. Together with the other franchised dealers 
who appear with me today, Ed Davenport, of Davenport Motor Sales 
in Farmville, N.C., Jim Lee of Lee Motor Co., Inc., in Elm C ity, N.C, 
and John Sustare of John Sustare, Inc., in } Nashville, N.C. , L am op- 
posed to the anticompetition concept called protected territory or 
territory security and therefore seek the defeat of H.R. 10201. 

We believe that the purpose and intended effect of the drive for 
protected territory is to legalize price discrimination on an area basis 
in automobile marketing by special class legislation. Although as 
franchised dealers, we are naturally primarily concerned with the 
effect to be expected upon our own businesses, we believe that the 
automobile buyer and the industry will suffer substantially if this bill 
or one like it is enacted. 

Territorial price discrimination clauses were removed from fran- 
chise agreements in 1949. Therefore, for dealers who have obtained 
franchises since 1949, passage of this legislation will impose a limita- 
tion upon sales opportunities which has never existed during the 
business experience of these men. These dealers acquired franc chises 
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ata price which took into account the sales record and market potential 
of the dealership in a free market. By giving the manufacturer the 

wer to fence them out of all or part of the area in which they are 
now able to compete, removal of the protection of the antitrust laws 
will create a situation not anticipated when they entered the business, 
andmany will be legislated out of business. 

To those dealers who were already in business in 1949, this bill 
evokes memories of the widespread avoidances and evasions, the per- 
plexing questions, the cont roversies bet ween dealers and between 
factories and dealers, and the public ill will generated by the former 
erritory security clauses. 

To the Congress, we respectfully suggest, the question is whether 
the natural operation of the market or a cartel system which pen- 
alizes the customers who crosses a boundary made in Detroit, offeres the 
best assurance of a healthy automotive distribution system. 

Which system is better adapted to serve the customer in constantly 
changing and expanding markets ? 

We believe it is obvious that that system which permits the customer 
to choose freely from among the offerings of competing dealers in 
themake of his choice has a natural flexibility which no centrally con- 
trolled system of allocation of territory can provide. The customer 
has a right to choose where he will purchase his car just as he chooses 
for himself where he shall buy his food, his clothing, his household 
appliances and all the other necessities of modern life. We have heard 
itargued that this bill will not remove this freedom from the customers, 
but this is simply not so. If this legislation passes, the customer will 
be kept at home because it will be sinwobealie for him to shop for 
hisautomobile. Its central and only purpose is to create a dual cost 
structure which would result in one price if he buys where the manu- 
facturer and dealer have allocated him, a higher one if he tries to go 
elsewhere. 

Under the franchised dealer system, the customer has several natural 
reasons for buying from the dealer closest to him. That dealer is or 
should be most familiar with the area and the customer himself, he 
knows local conditions and should be more adept at exploiting the 
market than an outsider; the customer knows him, and his shop is 
easiest to reach for the service the new car buyer will require. 

Why, then, does the customer sometimes go elsewhere ? 

We believe the reasons are many—price, selection, service, unclassi- 
fied motives of personal choice. 

The customer may reside in an area served by a complacent dealer. 
The complacent dealer with a lucrative franchise in a choice spot, sells 
only his minimum quota of cars and services only his own customers. 
He is able to exist because his location permits him to receive by de- 
fault the necessary amount of business to retain the franchise. Passage 
of this legislation would drive the customer to this dealer. 

Far worse from the customer’s viewpoint, the bill will, by lessening 
competition, result in his car costing him more even if he buys it 
“at home.” Freed from the necessity of meeting competition from 
other dealers in his own make, the “home” dealer will be able to raise 
the retail price by just as much, or nearly so, as the extra discount 
thich this bill provides. 

Although as franchised dealers we may stand to benefit on a particu- 
lar transaction by this insulation from competition, those of us who 
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appear here today do not want territory security at the price of log 
of opportunity. We fear the public reaction to the decay of compe. 
tition in our business and the unnaturally high prices this bill woul 
permit. We are willing to compete, to sell our customers where yp 
find them, and to run our business in the traditional American way 
without the shield of European-style fences around marketing areas 

It has been suggested that the customer who chooses to leave the 
trading area in which he resides to purchase a new automobile js ps. 
quiring service which must be furnished at a loss by a dealer othe 
than the selling dealer. For myself and for the other dealers who 
are appearing with me, I deny this to be true. We service our gales: 
we depend for our continued existence on repeat sales and repeat sale, 
do not come from dissatisfied customers who must go elsewhere for 
service. 

It is the policy of both General Motors and Ford, and so far ag we 
know of all of the other manufacturers, to pay to the dealer 100 per. 
cent of the labor charge on warranty work and cost plus 10 percent 
for all parts used in such work. No dealer is suffering from this 
work. 

Further, according to testimony of the Chairman of the Feder 
Trade Commission, reported at page 4 of the hearings on 8. 8865 ip 
the 84th Congress, additional payments by the manufacturer for sery- 
icing or maintenance of service facilities are ‘not prohibited by exist- 
ing law.” What is prohibited is a discriminatory factory incentive 
offered only to a favored dealer. Unless this discrimination is the 
objective, these bills will not affect the service picture. 

Another argument advanced by those who favor territory security 
legislation is that it is needed to rescue the dealers from a desperate 
profit situation. In support of this contention, statistics were offered 
in 1958 by NADA purporting to show a decline in dealer profits from 
6.3 percent in 1950 to 0.7 percent in 1957. These same statistics pur. 
portedly showed a dealer loss of minus 0.8 percent for the first quar. 
ter of 1958. However, as reference to the NADA statistics printed 
at pages 11-15 of the hearings on S. 3865 will confirm, these figures 
are after all owners’ salaries and employees’ bonuses. We believe it 
is, for obvious tax reasons, a near universal practice for the owners to 
take as much of the yield of the business as legally possible in salary. 
Therefore, statistics on profits after this deduction are all but 
meaningless. 

We recognize that profits have declined from those obtained during 
the post World War II sellers’ market and Korean shortage periods 
Such declines were inevitable, and we doubt that any responsible 
dealer will maintain that he is entitled to guaranteed profits at thos 
levels. Any attempt artificially to keep profits at such record level: 
would decrease the market for American-built automobiles and thu 
actually damage the franchised dealer. 

We also take issue with the assertion that all or almost all of the 
franchised dealers favor this legislation. In our State, the franchised 
dealers were polled, and 46 percent of those replying registered the 
opposition to the concept of protected territory. Nationally, by 
NADA’s own admission, more than one-quarter of the NADA menr 
bers who answered definitely a poll on this subject were opposel. 
Again, according to the statistics of that center of agitation for this 
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legislation only 59.2 percent favored the concept even though the 
uestion was carefully designed to obtain a favorable response. 

The question presented asked the dealer whether he was for or 

ainst legislation permitting a manufacturer, if he and his dealers 
so desired, to include a standard provision in his franchise agreement 
which would increase the dealer’s incentive to concentrate his sales 
and service efforts in his factory assigned area of responsibility. 
Four answers—yes, no, indifferent, undecided—were permitted. _ 

Ten thousand dealers were sufficiently disinterested that they did 
not respond ; 14.4 percent of those who did were indifferent, undecided, 
or unclassified. 

We ask the committee to consider what the tabulation might have 
peen had the question been : “Do you favor or oppose legislation which 
would permit the factory to penalize you for sales outside an arbi- 
trarily determined area?” 

Even with the loaded question, projection of the NADA percentages 
to the entire franchised dealer body discloses that more than 10,000 
franchised dealers oppose this legislation and thousands more have 
taken no position. As has been said, this is a split, not a mandate, 
and, naturally, those dealers opposed resent the pretense that the Na- 
tion’s dealers favor this legislation. 

Reaction in North Carolina to the NADA stand on this issue and to 

ressure from the secretariat of the national organization has been 
sharply critical. We furnish as an appendix to this statement and ask 
the committee to print with the record the protest. with which 35 
North Carolina franchised dealers last year resigned from NADA be- 
cause of the misrepresentation of dealer feeling on this important 
issue. Among the signers is George Purvis, 1957-58 chairman of 
the National Ford Dealer Council and other responsible dealers repre- 
senting every one of the Big Three. We have been personally con- 
tacted by many dealers from all over the country who have heard of 
our effort to get both sides of the story to Congress and the people 
and who have expressed similar opinions. Dealer organizations have 
been formed in Oklahoma, Michigan, and South Carolina to fight this 
legislation, and we have been contacted by dealers from virtually 
every State in the Union all of whom have urged us to tell this com- 
mittee of the views of the 10,000 dealers who do not agree with 
NADA. In view of the absence of national organization of this dealer 
opposition and the limited finances of those of us who must fight 
against rather than with our national organization, we think it is fair 
to state that many, perhaps a majority, of all franchised dealers seek 
the defeat of this bill. 

We are aware that Congress is primarily concerned not with our 
private interests but with providing conditions which will help the 
country to grow in whatever directions the future may dictate. We 
believe reliance upon the corrective mechanisms of the free market 
as NOW calnatituted will best insure this, and therefore, as Americans 
and as small businessmen, we confidently expect this committee to 
fnd that. in damaging both the automobile dealer and his customer, 
H.R. 10201 is decidedly against the public interest. 

Mr. Hempnm.. Thank you, Mr. Helmold. 

On behalf of the subcommittee, I want to thank you for coming here 
and for testifying and giving us the benefit of your views. I believe 
Apex is right out of Raleigh. 

58908—60-——_9 
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Mr. Hetmo3p. Yes, sir. 

Mr. Hempuiny. On that disgraceful stretch of U.S. 1. 

Mr. Hetmoxrp. Which is now being corrected. 

Mr. Hemputty. I am glad it is being corrected. 

Any questions, Mr. Keith ? 

Mr. Kerrn. No questions. 

Mr. Hetmorp. Mr. Chairman, we have very brief statements by 
these other dealers which we would like to have made, if you will 
permit. 

Mr. Hempuit. I am sorry I missed part of your presentation but 
we have another session of our full committee and legislation is bei 
brought up which is critical so far as I am concerned, so if any of you 
are wondering why we are going back and forth, I think you are due 
this explanation. We are trying our best to attend to all of the busi- 
ness we have before us. 

Mr. Hetmoxp. Now, if it is possible, we would like to make thege 
very brief statements. 

Mr. Hempuitu. Yes, sir; go right ahead. 

Mr. Hetmorp. Mr. Davenport ? 

Mr. Hempuitt. Would you identify yourself for the record at this 
point, and any information you think which might give us some 
idea—how much time do you want? We have a man from Oklahoma 
and there is another gentleman with you from Oklahoma ? 

Mr. Hetmoxp. Yes, sir; we have Mr. Bradley in the audience, who 
would like to make a brief statement along with us. 

Mr. Hempuitt. You might bring him on up. 

Are there any others in the hearing room who want to testify but 
can’t wait over until tomorrow, if you do want to testify ? 

Thank you, sir, go ahead. 

Mr. Davenport. My name is Ed Davenport, from Farmville, N.C. 
TI am a Ford-Mercury dealer in that area. I am against any form of 
territorial security or protected territory or permissive legislation, 
whatever it might be termed as envisioned in FLR. 10201. I do not 
want to be legislated out of business, and this legislation would accom- 
plish just this. I am a dealer in a small town, and my greatest assets 
are customer good will. For the past several years, I have never 
discriminated as to making friendships along geographical lines, and 
so have sold automobiles over a fairly wide area. I sold them for 
fairness of dealing and by giving good service afterward. Most of 
my customers are repeat customers who return several times over the 
years for repurchases. 

Now I have to render adequate service or they won’t be repeat 
customers. To build an economic fence around my area would be 
detrimental to my operation and similar operations to the point that 
hundreds of small good dealers would be forced out of business be- 
cause they were denied the opportunity to compete. Whether large 
or small, the American concept is that competition weeds out the 
inefficient and that the buyer is free to deal with whom he chooses. 

This brings us to the customer’s point of view. As competition is 
lessened, the consumer never gets the competitive deal that he would 
get under today’s market conditions. This is true because under the 
proposed legislation there is a dual cost structure. One cost prevails 
for the customer within the selling dealer’s territory and another cost 





AUTOMOBILE DEALERS TERRITORIAL SECURITY 127 


revails for customers of the same dealer who reside outside the 
selling dealer’s territory. Ts? ¢ shunt’ 

This is true whether we are considering a penalty to the infringing 
dealer or a reward to the interritory dealer. 

The net effect is to take competitive pressure off the interritory 
dealer and so prices rise to the consumer due to reduced area competi- 
tion inasmuch as the competitive dealer of the same make is practi- 
cally removed from the marketplace. 

I should like to speak to you of NADA policy. NADA policy 
appears to be governed—and I think this is one of the most impor- 
tant aspects of this entire hearing as relates to these dealers present— 
NADA policy appears to be governed by the desires of an inner 
dique of dealers who seek every chance to secure more profit with 
less effort by throttling competition by laws rather than meeting it 
directly in the marketplace. This group includes some dealers situ- 
ated in a densely populated area who resent competition with the 
same make car from dealers located outside the centers of popula- 
tion density and it includes the complacent dealers, irrespective of 
population density, who would like any kind of a free ride. 

rs effort has been made to brainwash the NADA membership 
by referring to “permissive legislation” while the stage is being set 
for the so-called protected territories. Since this permissive legisla- 
tion has as its purposes control of sales areas by financial penalties 
or rewards called protected territories the two phrases are synony- 
mous. If this is not intended to lead to a new policy why the effort 
to secure it ? 

The only dealer testifying on Monday before this committee in 
behalf of NADA stated that he had been an NADA director for 22 

ears from Oklahoma. He began his testimony by telling you that he 
is concerned with the survival of small dealers, and yet he is one of 
the biggest dealers in Oklahoma. He did not tell you that he owns 
an interest in many new-car dealerships, some of them very large 
dealerships. He stresses the fact that his smallest dealership sells 
only 75 cars. I submit to you that his small dealership could be ex- 
eearpe if through this legislation he could pump enough profit into 

is large-volume deals. The small dealers before you now know 
that the moment this bill is passed and the area is fenced we cannot 
compete outside because competition is gone from the marketplace. 

It seems very odd to me that the pattern of discomfort within the 
industry seems to be that the larger dealer is looking for protection 
from the small. It was stated in yesterday’s hearing by the afore- 
mentioned Oklahoma dealer that he desires some type of protection. 
I respectfully submit to you that these North Carolina dealers present 
are far more interested in opportunity than they are in the security 
of eee 

am a dealer that sincerely believes in competitive free enterprise 
system, and I do not believe that a legislative profit or loss is com- 
patible with the free enterprise system as we respect it today. 

Mr. Hempnity. Thank you very much, Mr. Davenport. I deeply 
appreciate your coming here. What city did you say you are from? 

fr. Davenport. Farmville, N.C. 

Mr. Hempni.. Farmville / 

Mr. Davenport. Farmville, approximately midway between 
Raleigh and the coast. 
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Mr. Hempniti. Any question, Mr. Keith ? 

Thank you very much, sir, and I believe Mr. Ray Bradley is at the 
table. 

Who else is with you ? 

Mr. Braptey. Don Berry. 

Mr. Srump. I would like to submit the statement of Mr. Krum 
which the chairman of the subcommittee said could be included in the 
record. 

Mr. Hempniti. Thank you, sir. 

(The statement referred to is as follows:) 


My name is Kenneth Krum. I am president of Ken Krum Chevrolet, Inc., of 
Vicksburg, Mich. My business is located in a rural town of about 4,000 popula. 
tion in a trading area of about 12,000 persons. I have been in the automobile 
business since 1941 and have been a franchised Chevrolet dealer in my present 
location since 1948. 

I have read the statement of R. K. Helmold, of Helmold Motor Co., Apex, 
N.C., which was placed in the record this morning and would like to state that 
for myself and the dealers I represent that I concur 100 percent in the points he 
made. 

Nevertheless, having been sent here by 15 of my fellow franchised dealers in 
Kalamazoo and Calhoun Counties, Mich., I would! like to add two thoughts 
which they most particularly urged me to bring before this committee. 

The first relates to the claim made here and before the Senate committee 
considering S, 2151 that the American automobile dealers’ profits are shrinking 
below the level necessary if he is to remain in business. As Mr. Helmold 
pointed out to the committee, the figures furnished to you by NADA are after 
employees’ and owners’ salaries, bonuses, and commissions. 

There are several ways in which the owner of an automobile dealership may 
make money from that dealership without showing any profit at all. He ordi- 
narily pays himself a salary; he frequently owns the real estate in which his 
business is conducted and pays himself or a separate corporation rent on that 
real estate; he may and frequently does compensate himself by bonuses and 
commissions. Because of the structure of our internal revenue laws, most of 
us have been advised by counsel that these methods which I have enumerated 
of enjoying the yield of our efforts and the capital contributed to our business 
are preferable to a profit showing. 

Until NADA or someone else comes forward with figures on the total yield of 
an automobile dealership to the dealer, I trust the Congress will discount this 
argument as unsupported by any statistics or testimony. As far as I am con- 
cerned, the automobile business has been good to me and to my family. . The 
dealers I represent have asked me to tell you that they are prepared to take 
the risks inherent in this business or any other so long as their opportunities are 
not legislated away. 

Most of the dealers I represent are small dealers, and they have asked me 
to put in this record some of the reasons why customers residing in “territory” 
of large dealers come to the small dealer to buy their automobile. We have 
been told by many customers that they will pay more to deal with us because 
in my shop they have an opportunity to watch the service being performed on 
their car. They have the opportunity to buy direct from the owner who will 
back his deal. In our small franchised dealerships and this is true, so far as 
I know, of all of the dealers for whom I speak, the customer receives personal 
attention which he does not and perhaps cannot get or expect to get in the large 
overorganized metropolitan dealership. I leave it to the good sense of this 
committee to recognize that this is true, but I would illustrate by one example 
which occurred in my dealership not long ago. 

A man from a neighboring community whom I hardly knew brought his car 
to my dealership for service. While it was there he talked with the mechanic 
and then wandered out to our showroom where one of my salesmen who was 
also an acquaintance of his took him down.the street for a cup of coffee. He is 
now a new car customer of my dealership, and I aim to satisfy him so that his 
next car will come from me also. 

I could go on with examples or with consideration of the other factors in- 
volved in this legislation, but I feel that the North Carolina statement ade 
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quately covers the ground. I would like, therefore, at this point to place in the 
record the names of the dealers who sent me here. 


Longnecker Sales & Service, Marshall, Dir Ford Sales, Schoolcraft, Mich. 
Mich. Simmons Rambler, Vicksburg, Mich. 

Luse Pontiac Sales, Marshall, Mich. Harrison Chevrolet, Paw Paw, Mich. 

Charles Stembo Ford, Marshall, Mich. Arnold Harvey Ford, Paw Paw, Mich. 


Tidey Chevrolet, Marshall, Mich. Breitenbach Chevrolet, Lawrence, Mich. 
Marv’s Rambler Sales, Marshall, Mich. Soper Ford, Watervliet, Mich. 
G. & S. Pontiac, Vicksburg, Mich. C. W. Krum & Son, Inc., Schoolcraft, 
Simmons Ford, Vicksburg, Mich. Mich. 
Ken Krum Chevrolet, Inc., Vicksburg, 

Mich. 


In closing, Mr. Chairman, may I say that I grew up in this business. My 
father has been a franchised Chevrolet dealer since 1914; my brother is a 
franchised Chevrolet dealer in a neighboring rural town. We love this business 
and want to preserve the conditions which have enabled us to make a profit 
while satisfying the consuming public. We believe the committee can best ad- 
yance this purpose by killing H.R. 10201. 


Mr. Bravery. I am Ray Bradley, a Chevrolet dealer from Broken 
Arrow, Okla. I have been in business 10 years in my community and 
average selling around 350 automobiles a year. 

The Oklahoma dealer who spoke in behalf of this bill is the sole 
owner or has an interest in many dealerships, But I come to this com- 
mittee with the names of 217 franchised Oklahoma dealers, all of whom 
join me in opposing House bill 10201, or in any other legislation which 
brings about or permits the competitive killing device called protec- 
tive territory. 

Because of the sponsorship in the Senate of S. 2151 by our good 
Senator from Oklahoma, the testimony offered last year by two or 
three Oklahoma dealers and the testimony given by Mr. Norton, I 
would like the record to show the names of the 217 Oklahoma fran- 
chise dealers who have joined the free enterprise dealers of Oklahoma 
dedicated to defeat of S. 2151 and H.R. 10201 and would like at this 
time to offer a list of their names and business affiliations for the 
record. 

Mr. Hempuityi. Without objection, it will be entered in the record. 

(The document referred to is as follows :) 


OKLAHOMA DEALERS FOR FREE ENTERPRISE 


Ramsey Chevrolet, by Garrett Ramsey, owner, Bixby, Okla. 

Moran Motors, Inc. (Ford), by Marvin P. Moran, president, Bixby, Okla. 

Patrick & Watson Ford, by J. Milton Patrick, partner, Skiatook, Okla. 

Buzzard Chevrolet Co., by C. F. Buzzard, owner, Skiatook, Okla. 

Joe Aycock Pontiac-Rambler, by Joe Aycock, owner, Sapulpa, Okla. 

Lee Biller Ford, Inc., by Lee R, Eller, owner, Sapulpa, Okla. 

Nowata Motor Co. (Chevrolet), by Gary W. Henry, owner, Nowata, Okla. 

Bill Herring Buick Co., by W. G. Herring, owner, Sapulpa, Okla. 

Bradley Chevrolet Co., by Ray E. Bradley, owner, Broken Arrow, Okla. 

Jack Marshall Chevrolet Co., by Jack Marshall, owner, Claremore, Okla. 

Parrott Olds-GMC Co., by Maurice Parrott, owner, Claremore, Okla, 

Kissee-Robinson Motor Co. (Ford), by H. D. Robinson, owner, Claremore, Okla. 

Packard Bros. Motor Co. (Pontiac), by R. M. Packard, partner, Pryor, Okla. 

Fleming Chevrolet Co., by J. D. Cox, vice president, Pryor, Okla. 

Chelsea Motor Co. (Chevrolet), by E. D. Perkins, owner, Chelsea, Okla. 

— Motor Co. (Dodge-Plymouth), by Bob Blankenburg, owner, Skiatook, 
a 

Bill Harvey Chevrolet, by Bill Harvey, owner, Beggs, Okla. 

Hudson Ford Sales, by W. G. Hudson, owner, Broken Arrow, Okla. 

—_8 Co. (Oldsmobile-GM-Rambler-GMC), by Bob Sims, owner, Nowata, 
a 
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Toon Motor Co. (Chevrolet), by , Collinsville, Okla. 

Stookey-Nielson Ford, by R. C. Stookey, partner, Chelsea, Okla. 

Werrell-Lowe Oldsmobile, by D. P. Lowe, partner, Shawnee, Okla. 

Townsend Edsel Sales, by R. S. Townsend, Jr., owner, Shawnee, Okla. 

Liggett Ford Co., by Ernest J. Liggett, Jr., owner, Collinsville, Okla. 

C. J. Nelson Oldsmobile, by C. J. Nelson, owner, Guthrie, Okla. 

Barnsdall Motor Co. (Ford), by A. E. Somerfield, owner, Barnsdall, Okla. 

Kinklea Bros. & Son (I-H), by M. C. Kinklea, owner, Warner, Okla. 

Sullivan Motor Co. (Oldsmobile-GMC), by R. C. Sullivan, owner, Barnsdall, Okla, 

Ed Zehring Motor Co. (GMC-Rambler), by Edward C. Zehring, owner, Vinita, 
Okla. 

Oakley Pontiac, by C. S. Oakley, owner, Bartlesville, Okla. 

Perkins Sales & Service (DeSoto), by R. A. Perkins, owner, Chelsea, Okla. 

Salyer Oldsmobile Cadillac Co., by A. W. Salyer, owner, Clinton, Okla. 

C. H. Malone (Ford), by C. H. Malone, owner, Apache, Okla. 

Fitzgerald Chevrolet Co., by L. J. Fitzgerald, owner, Comanche, Okla. 

George E. Failing Co. (International-Harvester), by John C. Glahn, assistant 
purchasing agent, Enid, Okla. 

Gibson Buick Pontiac Co., by J. D. Gibson, owner, Drumright, Okla. 

Hammons Motor Co. (Chrysler-Plymouth), by Kenneth Hammons, owner, El 
Reno, Okla. 

Frazer-Parker Chevrolet Co., by Frank Frazer, partner, El Reno, Okla. 

Hauser Motor (Plymouth-Dodge), by Fred S. Hauser, owner, Kingfisher, Okla. 

Lloyd Hildreth Motors (Studebaker), by Lloyd C. Hildreth, owner, Muskogee, 
Okla. 

Ken Braddy (Lincoln-Mercury-Ford), by Ken Braddy, owner, Ada, Okla. 

Young Olds-Cadillac, by W. F. Young, owner, Ada, Okla. 

Gilliland Chevrolet Co., by A. R. Gilliland, owner, Perry, Okla. 

Johnny Reeder Ford, by J. T. Reeder, owner, Yale, Okla. 

Smith Motor Co. (Chevrolet), by Ralph A. Smith, owner, Cherokee, Okla. 

Holderby Ford, by Willard W. Holderby, owner, Cherokee, Okla. 

Geo. T. Dunlap Chevrolet, by Geo. T. Dunlap, owner, Covington, Okla. 

Fred Neundorf Ford, by Fred Neundorf, owner, Covington, Okla. 

Dean Rogers Pontiac, by Dean Rogers, owner, Canton, Okla. 

George Conder Motor Co. (Ford), by George Conder, owner, Comanche, Okla, 

Bill Eischeld Pontiac, by Bill Eischeld, owner, Edmond, Okla. 

Jackson Chevrolet Co., by H. L. Jackson, owner, Wetumka, Okla. 

Peaster Motor Co. (Edsel-Rambler), by Howard Peaster, owner, Pryor, Okla. 

Hoops-Peek Chevrolet Co., by Paul G. Peek, partner, Garber, Okla. 

Campbell-Price Motor Co. (Ford), by E. N. Price, owner, Vinita, Okla. 

Ray Martin Motor Co. (DeSoto-Plymouth), by Ray Martin, owner, Sapulpa, 
Okla. 

Jack Dorman Chevrolet, by Jack Dorman, owner, Jones, Okla. 

Blubaugh Ford, by John V. Blubaugh, owner, Medford, Okla. 

Scrutchfield Motor Co. (Dodge-Plymouth), by F. C. Scrutchfield, owner, Guthrie, 
Okla. 

Model Chevrolet Co., by J. S. Young, owner, Checotah, Okla. 

Pete Clark Motor Co. (Dodge-Plymouth), by Pete G. Clark, owner, Pryor, Okla. 

George Brock Ford, by William 8S. Tallin, partner, Hominy, Okla. 

Ray Hamlin Chevrolet Co., by Ray Hamlin, owner, Blackwell, Okla. 

Earley Chevrolet Co., by Jerry Jameson, owner, partner, Weatherford, Okla. 

Frank Crosby Motor Co, (Desoto-Plymouth), by W. F. Crosby, owner, Ardmore, 
Okla. 

Jung Motor Co. (Ford), by E. W. Jung, owner, Waukomis, Okla. 

Sprague Pontiac, by Bill Sprague, owner, Chandler, Okla. 

Osburn Motor Co. (GMC), by Arthur R. Osburn, owner, Hominy, Okla. 

Sanders Turley Motors (Dodge), by Earl Sanders, partner, Muskogee, Okla. 

Stewart Kaiser Willys, by A. A. Stewart, owner, Tulsa, Okla. 

Motor Inn (Ford), by C. R. Shastid, owner, Checotah, Okla. 

Roy Jackson Motor Co. (Ford), by Roy Jackson, owner, Antlers, Okla. 

R. A. Alby Motor Supply (International-Harvester), by R. A. Alby, owner, 
Bixby, Okla. 

Cox Pontiac, by Bob H. Cox, owner, Cleveland, Okla. 

Sturgeon Pontiac Co., by A. C. Sturgeon, owner, Stigler, Okla. 

Ross Chevrolet Co., by C. C. Ross, owner, Allen, Okla. 

Griesel Motor Co. (Ford), by Byron K. Griesel, owner, Yukon, Okla. 

Krumme Oldsmobile, by R. A. Krumme, owner, Bristow, Okla. 











il 


AUTOMOBILE DEALERS TERRITORIAL SECURITY 131 


Wilshire Motor Co. (Studebaker), by W. M. English, manager, Shawnee, Okla. 
Ramsey Pontiac Co., by Clarence Ramsey, owner, Shawnee, Okla. 
Graham Chevrolet Co., by Bessie Graham, owner, Purcell, Okla. 
Griesel-Crouch Ford, by Griffin Crouch, partner, Okarche, Okla. 
y. C. Davis Motor Co. (Pontiac-Oldsmobile), by V. C. Davis, owner, Walters, 
la. 
ateehy Hayes (GMC), by Kenneth Hayes, owner, Ardmore, Okla. 
Ayers & Nicholson (Ford), by A. A. Nicholson and Jeff M. Ayers, Davis, Okla. 
Stephens Chevrolet, by G. S. Stephens, partner, Konowa, Okla. 
Collins Motor Co. (Ford), by James H. Collins, owner, Geary, Okla. 
Stacy’s Motor Co. (Oldsmobile), by Evert Stacy, Jr., owner, Wagoner, Okla. 
Harvey Pontiac Co., by Hatter Harvey, partner, Wagoner, Okla. 
Wayne Bland Ford Co., by Wayne Bland, owner, Pawnee, Okla. 
George Whitten Oldsmobile Co., by G. E. Whitten, Jr., owner, Sapulpa, Okla. 
Raborn Chevrolet Co., by B. H. Lorengood, manager, Madill, Okla. 
Greenhaw-Eddings Motor Co. (GMC-Plymouth), by Dale Greenhaw and Pete 
Foreman, Tahlequah, Okla. 
Evans Motor Co. (Chevrolet), by Xueen Evans, owner, Binger, Okla. 
North Motor Co. (Rambler), by Glenn H. North, owner, Blackwell, Okla. 
W. M. Worrell Motor Co, (Pontiac-GMC), by W. M. Worrell, owner, Billings, 
Okla. 
Funk Motor & Implement Co. (Buick), by Howard I. Funk, owner, Waurika, 
Okla. 
Braden Ford Co., by Don Braden, owner, Sulphur, Okla. 
McCarley Oldsmobile, by Roy G. McCarley, owner, Sulphur, Okla. 
Watson-Tyree Buick Inc., by J. Tyree, partner, Seminole, Okla. 
McEntire Motor Co. (Dodge-Plymouth), by L. D. McEntire, owner, Sweetwater, 
Okla. 
McColgin Chevrolet, by Q. P. McColgin, manager, Reydon, Okla. 
Lone Wolf Motor Co. (Chevrolet), by Bob E. Moore, owner, Lone Wolf, Okla. 
W. C. Francis & Sons (Ford), by Rene Francis, owner, Blanchard, Okla. 
Anthony Motor Co. (Ford), by J. A. Anthony, owner, Snyder, Okla. 
Quality Oldsmobile-Cadillac, by J. W. Pope, owner, Elk City, Okla. 
Bollinger Motor Co. (Chevrolet), by H. A. Kilgore, owner, Hooker, Okla. 
Voiles Motor Co. (Ford-Mercury), by J. D. Voiles, president, Hooker, Okla. 
Washburn Motor Co. (Studebaker), by Lyle Washburn, owner, Waynoka, Okla. 
Reckard Motor Co. (Chevrolet-Oldsmobile), by Rufus L. Bolen, manager, Hinton, 
Okla. 
Ben Talley Pontiac, by Ben Talley, owner, Roosevelt, Okla. 
Baggett Buick Co., by Vernon Baggett, owner, Hugo, Okla. 
Frederick Motor Co. (Chrysler-Plymouth), by Ralph W. Heap, owner, Frederick, 
Okla. 
Parker Truck & Equipment Co. (International Harvester), by R. L. Parker, presi- 
dent, Muskogee, Okla. 
Carl Cox Oldsmobile Co., by Carl Cox, owner, Wewoka, Okla. 
Perry Motor Co. (Chrysler), by Z. B. Rhodes, owner, Perry, Okla. 
Martin-Pack Rambler, by Wayne Pack, partner, Miami, Okla. 
Schug Motor Co. (Ford), by W. BE. Schug, owner, Pondcreek, Okla. 
Y & R Oldsmobile-Cadillac, by Bill Rowlett, owner, Durant, Okla. 
Ed Cason Pontiac Co., by Ed Cason, owner, Durant, Okla. 
Cason-Oge Motor Co. (Pontiac), by Ed Cason and G. W. Oge, owners, Durant, 
Okla. 
— Motor Co. (De Soto-Plymouth), by Joe Titsworth, owner, Nowata, 
kla. 
7 re Motor Co. (Buick-Pontiac), by Raymond B. Jones, owner, Okemah, 
kla. 
Midwest Motor Co. (a corporation) Cadillac-Oldsmobile, by T. T. Shummerfield, 
president, El Reno, Okla. 
Meeker Motor Sales, Inc. (Ford), by EB. L. Irwin, manager, Meeker, Okla. 
Blaine County Motor & Implement Co. (Pontiac), by C. D. Alexander, owner, 
Watonga, Okla. 
Hastings Pontiac, by Marvin G. Hastings, owner, Sallisaw, Okla. 
Garber Motor Co. (Ford), by Russell L. Love, partner, Gerber, Okla. 
Burr Motors, Inc. (Oldsmobile-Cadillac-Rambler), by C. W. Burr, owner, Pauls 
Valley, Okla. 
Sew Motors (Studebaker-Packard), by W. H. Bonner, owner, Norman, 
a. 
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Sanduskey Chevrolet Co., by J. E. Sanduskey, owner, Kingfisher, Okla. 

Lee Richey (Ford), by L. W. Richey, owner, Maysville, Okla. 

Dugger Chevrolet Co., by L. B. Dugger, owner, Hammond, Okla. 

Scott Deal (Ford), by Scott Deal, owner, Jones, Okla. 

Murdock-Salyer Imports (Renault), by M. C. Sutton, manager, Norman, Okla, 

Jack Graham Motor Co. (Ford), by Jack Graham, owner, Marietta, Okla. 

Jack Roan Chevrolet Co., by Jack Roan, owner, Cordell, Okla. 

Burkett Motor Co. (Ford), by Darrell M. Burkett, owner, Lexington, Okla. 

Murdock-Salyer Chevrolet, by C. B. Murdock, owner, Norman, Okla. 

Master Buick Pontiac, by Ed Master, owner, Hollis, Okla. 

J. H. Jimmerson Pontiac Co., by Herbert Jimmerman, manager, Newkirk, Okla, 

House-Hewitt Motor Co. (Mercury-Edsel) by A. Y. House, owner, McAlester, 
Okla. 

Hall Motor Co. (Ford), by William W. Hall, partner, manager, Hollis, Okla. 

Womack & Robbins Motor Co. (Buick), by Orville W. Womack and Floyd Rob. 
bins, Pawnee, Okla. 

Fry-Newman Motor Co. (Studebaker), by M. Newman, manager, Frederick, 
Okla. 

Anthony Motor Co. (Chevrolet), by Chester A. Ogle, owner, Sand Springs 
Okla. 

Lalicker Chevrolet Co., by W. E. Lalicker, owner, Erick, Okla. 

Gene Horne Chevrolet, by Gene Horne, owner, Pauls Valley, Okla. 

Willard Watson Chevrolet, by Willard Watson, owner, Hennessey, Okla. 

Brown Motor Co. (International), by Jack P. Brown, owner, Shawnee, Okla. 

Masoner Motor Co. (Studebaker), by J. T. Masoner, owner, Mangun, Okla. 

Bill Brown Buick Co. by William E. Brown, owner, Shattuck, Okla. 

Sidders Motor Co. (Studebaker-Packard), by 8S. C. Sidders, owner, Shattuck, 
Okla. 

Wilson Chevrolet, by Herman Wilson, owner, Quinton, Okla. 

Prague Motor Sales Co. (Ford-Mercury), by R. E. Teape, owner, Prague, 
Okla. 

Gram Chevrolet, by L. I. Gram, owner, Barnsdall, Okla. 

D. A. Draper Motor Co. (Pontiac-Vauxhall), by D. A. Draper, owner, Sayer, 
Okla. 

Smith Motor Co. (Chevrolet), by J. T. Smith, owner, Turpin, Okla. 

Crawley Chevrolet, by Bruce Crawley, owner, Hartshorne, Okla. 

Louis Holderby Ford, by Louis L. Holderby, owner, Durant, Okla. 

Carl Lee Pontiac, by Carl Lee, owner, Broken Arrow, Okla. 

Arthur Harris Ford Co., Inc., by A. C. Harris, Oklahoma City, Okla. 

B-Z Motor Co. (Ford), by Joe Zimmerman, owner, Hydro, Okla. 

Reliable Chevrolet Co., by L. S. Seecode, owner, Prague, Okla. 

Dogwood Motors (Rambler-Metropolitan), by William O. Kaufman, owner, Tahle- 
quah, Okla. 

Rush Springs Moters (Ford), A. J. English, owner, Rush Springs, Okla. 

Carl Campbell Chevrolet, by Carl Campbell, owner, Marlow, Okla. 

Panhandle Motor Co. (Ford), by Roscoe Russell, owner, Beaver, Okla. 

Sapulpa Studebaker Co., by Warren J. Thorp, owner, Sapulpa, Okla. 

Biller Motor Co. (Chevrolet), by Paul Biller, owner, Okarche, Okla. 

Sieber Motor Co. (Ford), by R. ©. Blackburn, owner, Hennessey, Okla. 

B & M Motor Co. (Cadillac-Oldsmobile), by Chas. G. Bredwin, owner, Hol- 
denville, Okla. 

Tresler Motor Co. (Buick-Pontiac), by Byron Tresler, owner, Vinita, Okla. 

Lane Motor Co. (Ford), by Jack Lane, owner, Broken Bow, Okla. 

Denton-Easterling Motor Co. (Renault), by Ellis J. Easterling, partner, Mus- 
kogee, Okla. 

W. B. Bland (Pontiac), by W. E. Bland, owner, Buffalo, Okla. 

Nelson Motor Co. (Jeep), by Carl E. Nelson, Woodward, Okla. 

Huddart Cornelious Motor Co. (Ford-Mercury), by R. T. Huddart, owner, Hl 
Reno, Okla. 

Miraglio Pontiac Co., by A. J. Miraglio, owner, Elk City, Okla. 

Jack Bowker Ford Co., by Jack KE. Bowker, owner, Blackwell, Okla. 

Van Meter Chevrolet Co., by F. M. Van Meter, owner, Laverne, Okla. 

Mason Garage (Studebaker), by W. R. Duty, owner, Claremore, Okla. 

Slim Boyd Chevrolet, by H. E. Boyd, owner, Hydro, Okla. 

Oscar Anderson, Inc. (Ford), by M. M. Anderson, Oilton, Okla. 

Cooke Motor Oo. (Pontiac-Vauxhall), by R. W. Cooke, owner, Wilburton, Okla. 
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Aldridge Motor Co. (Chrysler-Dodge-Plymouth), by W. M. Aldridge, owner, 
Claremore, Okla. 

Coy Smith Chevrolet Co., by Coy Smith, owner, Grove, Okla. 

Carl Reavis Truck & Equipment Co. (International Harvester), by Carl Reavis, 
owner, Tulsa, Okla. 

gmalley-Turner Ford, by Mike Turner, partner, Ringling, Okla. 

Wornom “Jeep” Co., by Wayne H. Wornom, owner, Chickasha, Okla. 

Wilkins Equipment Co. (International Harvester), by W. Wilkins, owner, Ponea 
City, Okla. 

Pettit Motor Co. (Ford), by W. O. Pettit, owner, Hartshorne, Okla. 

J. D. Welch Cars (International Harvester), by J. D. Welch, owner, Holden- 
ville, Okla. 

Berry Motor Co., Inc. (Chevrolet), by Don Berry, owner, Yale, Okla. 

Yukon Studebaker, by C. Rewght, owner, Yukon, Okla. 

Cooper Oldsmobile, Inc., by Jacko R. Cupr, owner, Yulon, Okla. 

George Crist Motor Co. (Pontiac-Buick), by George Crist, owner, Pondcreek, 
Okla. 

Jack Murry Sales (Plymouth-Chrysler), by Jack R. Murry, owner, Broken Arrow, 
Okla. 

Ted Benefiel—Ford, by Ted C. Benefiel, owner, Okeen, Okla. 

Jud Lee Motor Co. (Dodge-Plymouth), by Jason Jud Lee, owner, Frederick, Okla. 

Shotts Motor Co. (Ford-Mercury), by Marrion Davidson, owner, Weatherford, 
Okla. 

Self Buick Co., by Joe Self, owner, Elk City, Okla. 

Bill Brass Chevrolet Co., by Bill Brass, Buffalo, Okla. 

Walls Motor Co. (Chevrolet), by Earl Walls, owner, Ralston, Okla. 

Snyder Implement Co. (Oldsmobile), by Dwight Smith, partner, Snyder, Okla. 

Vincent Chevrolet, by L. A. W. Vincent, owner, Arnett, Okla. 

Boeckman Ford, Inc., by Robt. Boeckman, owner, Kingfisher, Okla. 

Leadbetter Motor Co. (Buick-Opel), by Davey Leadbetter, owner, Norman, Okla. 

Perkins-Cook Motor Co. (Plymouth-De Soto), by John Cook, partner, Shawnee, 
Okla. 

Coon Motor Co. (International), by W. V. Coon, owner, Shidler, Okla. 

Nip & Van Rambler, Inc., by Shural G. Knipper, owner, Yukon, Okla. 

Camblin Chevrolet, by B. D. Camblin, owner, Oilton, Okla. 

Luttrell Pontiac & GMC, by Perry Luttrell, owner, Nowata, Okla. 

Alexander Pontiac, by Glen Alexander, owner, Cordell, Okla. 

Marcum Oldsmobile, by Jack Marcum, owner, Pawnee, Okla. 

Roper Motor Sales (Jeep), by C. E. Roper, owner, Lawton, Okla. 

Panhandle Chevrolet & Implement Co., by E. K. Kight, owner, Texhoma, Okla. 


Mr. Brapitey. Mr. Chairman, an attempt has been made to give the 
impression that Oklahoma’s new car dealers are in favor of protected 
territory. ‘These are the facts. 

The OADA made a poll of its member dealers in November 1959; 
795 dealers answered the poll; 420 voted for protected terirtory ; 375 
were opposed. Does this constitute a clear-cut demand that this Con- 
gress pass a law throttling competition? At best, it shows a very nar- 
row majority of dealers in favor. 

Who has polled the buyers? As these hearings have demonstrated, 
they have been asked to pay the additional cost these bills would add 
on to new car prices. 

Now, Mr. Chairman, I would like to announce that I wholeheartedly 
concur with the position of the North Carolina dealers expressed to 
this committee earlier today and without taking your time with a 
more lengthy prepared statement, would like to answer any questions 
a the chairman or any member of the committee would like to 
ask me. 

Mr. Hempui1. Thank you very much. I want to thank you, sir, 
for coming here to Washington to testify. I can say this for anybody 
who comes to testify, it is the best thing for the American system. If 
you read the Constitution, people shalf petition the Congress. Actu- 
ally, this is really a form of petition because we get your views. 
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I want to thank you. 

Any questions, Mr. Dingell ? 

Mr. Dineetu. I would like to thank the witnesses for very helpfy| 
testimony today. I would like to ask two questions that any one of the 
gentlemen at the table can answer. 

Is there any doubt in the minds of any of you gentlemen that this 
bill will raise the costs of the automobile to the ultimate consumer? 

Mr. Hetmo.p. No, sir; and I would like, if possible—we had one 
more statement to make that might answer that, by Mr. Sustare on m 
left. Would it be possible for him to read a statement first and thep 
if you would like to redirect your question to us? 

Mr. Dincetu. Certainly. 

Mr. Hemenitx. Identify yourself for the record. 

Mr. Susrare. Mr. Chairman, members of the subcommittee, my 
name is John Sustare, and Iam from Nashville, N.C. 

For the past 11 years I have operated a new car agency selling Ford 
and Mercury products. 

Nashville is a small town of 1,400 population located in the eastern 
a of North Carolina between Raleigh and Rocky Mount. I would 

ike to state that I am against any form of territorial security or 
bonus poco or penalties or any other kind of permissive legisla- 
tion which would give my manufacturer more control over my busi- 
ness than he now has. If the legislation which is under discussion 
should become law, I have no way of knowing what action my manu- 
facturer might take. Under paragraph D of House bill 10201, my 
area of responsibility is defined as simply that geographical area in 
which I am required to develop the sale of and maintain service facili- 
ties for passenger cars and automotive vehicles. It does state that this 
area of responsibility is under the provision of a franchise agreement, 
but I have absolutely no assurance that my present area of responsi- 
bility will remain the same. 

While it does contain a definition of a geographical area, my fran- 
chise does, for which I am responsible, it does not limit me to that 
area. Should my manufacturer see fit to enlarge my responsible area, 
I would have to arrange, I would arrange for additional facilities to 
take care of it. If he should reduce my trading area under my present 
sales agreement, it would simply mean that I would be under less pres- 
sure to outsell my competition and I would continue to sell my old 
customers regardless of the area reduction. However, if House bill 
10201 is passed, and my manufacturer should utilize a 5-percent hold- 
back, a reduction of my area of responsibility could easily put me out 
of business. 

Although this bill states at page 3, lines 4 and 5, that the manu- 
facturer and dealer establish the dealer’s area of responsibility, I 
have never known a dealer who has had any part in establishing his 
sales area. I am sure that I have not had any part in establishing 
mine. A dealer simply accepts the area designated by the manufac- 
turer along with all the other conditions of the sales agreement or he 
ceases to be a dealer for that manufacturer. I was interested to note 
that Mr. William Gossett, of the Ford Motor Co., in his testimony 
this morning, stated, on page 16, that it would be necessary from time 
to time to adjust the sales territory of the dealers. 

While I am fortunate enough to enjoy very good relations with 
my manufacturer and have had good relations for the 11 years I have 
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been in business, this situation might cease to exist and I object to any 
legislation which could give permission to my manufacturer to use a 
fnancial big stick under which I might be dictated to or coerced. 
When a new car is shipped to me from the factory, the manufacturer 
has no way of knowing whether that car will be sold within my sales 
area or sold some other place. Since we must assume that the manu- 
facturer is not going to voluntarily reduce his present profit on each 
yehicle, it is obvious to me that the only practical way to handle a 
bonus system would be to add the amount of the bonus on to the 
dealer’s cost of the new car and then rebate that amount less admin- 
istrative expenses when and if the car is sold to a person residing 
within the dealer’s area of responsibility. If the so-called bonus is 
5 percent or in round figures $150, it is apparent that I would have the 
$150 disadvantage if I sold the car outside of my territory. By the 
same token, other dealers would be at the same disadvantage if they 
sold to a customer living within my sales area. 

Therefore, it follows that I would have a $150 advantage over all 
other dealers selling my make of car to a customer living within my 
area. 

Gentlemen, I must admit that I would be a very poor businessman 
if I failed to take advantage of this $150 bonus and instead of pass- 
ing this bonus on to my customers I would most likely keep it as a 
little extra profit. It is obvious to me that the only real reason for 
protected territories and bonus payments is to enrich the automobile 
dealers at the expense of the buying public, and I do not want that 
kind of enrichment. I have always felt that my business profits 
depended upon my own initiative and intelligence and upon hard 
work and my ability to satisfy my customers so that they will come 
back and trade with me year after year. I don’t want a subsidy from 
the factory. Believing, as I do, in free enterprise, I want. the right 
tocompete, I want the right to make all of the money I can legitimately 
earn and to have these rights I must also assume the right to go broke. 
I accept this risk as one of the conditions of doing business. When 
I borrowed money 11 years ago to go into business, there was no 
fence around my territory. I do not want a fence around it now. I 
do, however, want and I earnestly ask for the right to continue to 
operate my business competitively without regulation, without 
bonuses, and without penalties. 

Thank you. 

Mr. Hemputiy. I want to thank you for coming, sir, and for the 
statement you have given. 

Do you have any other statements? 

Mr. Hetmorp. No, sir; we do not. 

Mr. Hempntit. Is there anybody else who was supposed to testify 
this morning but who hasn’t been given an opportunity ? 

Are there any questions, Mr. Chairman? Mr. Dingell? 

Mr. Drnce... There is just one other question. If this bill is 
passed, will it encourage deceit on the part of dealers to give fictitious 
addresses to automobile purchasers who buy automobiles outside of 
the prescribed territory ? 

_ Mr. Susrare. Mr. Dingell, I am afraid it would. We are attempt- 
Ing to do so now on present registrations. If there is a $150 or 5 
percent added incentive, I would be tempted. 
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Mr. Dincexu. Isn’t it a fact this same situation existed under the 
previous territory security clauses in dealer contracts ? 

Mr. Susrare. I understand it did. I was not in business for my. 
self at that time. I have one point on that. My little town of Nash. 
ville is located 10 miles from Rocky Mount, 100 yards from the eastery 
city limits of my town is designated as rural route 1, Rocky Mount, 
All those people naturally trade with me, but every time I sell a car 
in that territory, my competitor of my same make in Rocky Mount 
gets credit for the sale. Under this law, I would lose $150. 

Mr. Drneetu. If you sold 150 yards from your front door? 

Mr. Susrare. From my city limits, the town limits of 1,400 people, 

Mr. Hetmoxp. Mr. Dingell, I have the same situation. Within 409 
yars a route comes to me that throws the registrations of the nearest 
dealer to me. It would be very hard, I think, for the factory to 
prescribe an area, I don’t know how they would police it. Where 
does a route stop for me and start for him? It is an impossibility 
to administer, I think. 

Mr. Mack. Will you yield? 

Are you a member of the automotive association of your State! 

Mr. Hetmoxp. Sir, we are members of a North Carolina dealers 
association which has taken a split stand on this. We started outa 
couple of years ago, four of us here, and last year at our own expense 
four of us appeared before the Senate committee. This year we hare 
had correspondence with Mr. Pendarvis, in South Carolina, Mr. 
Bradley, in Oklahoma, and Mr. Krum, in Michigan, and we are allied 
to that degree, not as an organization. We are automobile dealers 
and would much rather be at home selling cars. 

Mr. Mack. Has your association taken a stand in North Carolina! 

Mr. Hetmorp. Our association did not, sir. They assumed one 
until we fought them and showed by an audited poll that we were 
split almost down the middle. I would, also, sir, like if I may to 
point out in Mr. Norton’s statement on Monday that the NADA fig- 
ures given to you were approximately 73 percent of the dealers in 
NADA favored this legislation. On page 64 of the Senate hearings 
on bill S. 2151 they gave the actual figures which were 59.2, and we 
contend it was a loaded question. 

Mr. Len. May I submit a statement ? 
(The document referred to is as follows :) 


Mr. Chairman and members of this committee, my name is Jim Lee, president 
and general manager of Lee Motor Co., Inc., Elm City, N.C., a franchised Ford 
dealer. 

I would like to state at the outset that I am opposed to bill H.R. 10201 or 
any form of territory security or permissive legislation which will bring terri- 
torial security. 

I am from a town of 950 people. I have been in business for a period of 
7 years and have a total investment of $123,000, most of which consists of 
facilities to service the new cars I sell tomy customers. 

. There has been a lot of testimony in this hearing and from NADA’s various 
means of publicity concerning the servicing and facilities for the new car 
customer. It is not conceivable that any manufacturer is going to issue a fral- 
chise to any person that does not have adequate facilities to service the new 
cars he sells. I know of no such dealer that does not have these proper facilities. 

I have received 4 four-letter awards from Ford.Motor Co. in the 7 years 
that I have been in business which consist basically of the following: (1) 
Finances, sound; (2) management, efficient; (3) spirit, always competitive; 
(4) facilities, completely modern. I might add that this is the highest honor 
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that Ford Motor Co. can bestow u i 
Do. ¢ bes pon its dealers and fe i 
Meee teat Ny — eine small dealers that oppose ‘mune 
Ni S us 1e service and faciliti nt as. on 
iitisiate profits for the c . acilities argument as a ca 
ee complacent and inefficient dealer. ° ane 


Mr. Hemput. T! 
Mr. He) i. Thank you all very ; 1 : 
adjourned. ’ . ry much. The hearings are 
(Whereupon, at 12:05 
pon, at 12:05 p.m., the subcommi ras r ‘ 
is the call of the Chair.) ’ nmittee was recessed, subject 
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